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PROPOSED  RULES 


U.S.  DEPARTMENT  OF  HEALTH, 
EDUCATION,  AND  WELFARE 

Office  of  Education 

[45  CFRPart  144] 

NATIONAL  DIRECT  STUDENT  LOAN 
PROGRAM 

Notice  of  Proposed  Rulemaking 

In  accordance  with  sectioa  503  of  the 
Education  Amendments  of  1972  (PJL  92- 
318)  and  pursuant  to  the  authority  con¬ 
tained  in  Title  IV,  Part  E  of  the  fflgher 
Education  Act  of  1965  (20  U.S.C.  1087aar- 
87ff )  and  Title  n  of  the  National  Defense 
Education  Act  of  1958  (20  U.S.C.  421- 
29) ,  as  amended,  notice  is  hereby  given 
that  the  Commissioner  of  Education, 
with  the  approval  of  the  Secretary  of 
Health,  Education,  and  Welfare,  proposes 
to  amend  Part  144  of  Title  45  of  the  Code 
of  Federal  Regulations  to  read  as  set 
forth  below. 

Section  137  of  the  Education  Amend¬ 
ments  of  1972  amended  the  Higher  Edu¬ 
cation  Act  of  1965  by  adding  Title  IV, 
Part  E  “Direct  Loans  to  Students  In  In¬ 
stitutions  of  Higher  Education”  which 
established  the  Natkmal  Direct  Student 
Loan  Program.  This  program  is  intended 
to  stimulate  and  assist  in  the  estabUdi- 
ment  and  maintenance  of  fimds  at  par¬ 
ticipating  institutions  of  postsecondary 
education  for  the  making  of  low-interest 
loans  to  students  who  are  in  need  of  such 
loans  to  meet  their  costs  of  education  at 
such  institutions.  The  National  Direct 
Student  Loan  Program  is  deemed  to  be 
a  continuation  of  the  National  Defoise 
Student  Loan  Program  authorised  by 
Title  n  of  the  National  Defense  Educa¬ 
tion  Act  of  1958.  TTie  proposed  rule  covers 
terms  and  conditions  of  both  National 
Defense  Student  Loans  and  National 
Direct  Student  Loans.  The  major  sub¬ 
stantive  changes  resulting  from  the  Edu¬ 
cation  Amendments  of  1972  which  diff¬ 
erentiate  National  Direct  Student  Loans 
from  National  Defense  Student  Loans 
involve  aggregate  amoxmts  which  may  be 
borrowed,  repasmaent  terms,  and  cancel¬ 
lations  benefits. 

Certain  program  requirements  for  the 
National  Direct  Student  Loan  Program, 
such  as  those  concerning  need  aimlysis 
and  the  determination  of  an  expected 
family  contribution  are  similar  to  those 
for  the  Supplemental  Educational  Op¬ 
portunity  Grants  Program.  Wherever 
possible  wording  similar  to  that  used  in 
the  Supplemental  Educational  Oppor¬ 
tunity  Grant  regulations,  published 
Octot^r  21,  1974  (39  FR  37385-37392), 
has  been  used  for  those  portions  of  the 
regiUations  goventing  requirements 
which  are  common  to  both  programs. 

The  regulations  concerning  the  review 
of  institutional  applications  and  ap¬ 
proval  of  requests  have  been  previously 
published  as  S  144.4a  on  October  21, 
1974  (39  FR  37384-37385).  It  is  repub¬ 
lished  in  this  notice  as  §  144.7.  The  reg- 
vilation  on  coordination  of  programs  was 
previously  published  as  {  144.15  on  May 
21,  1975  (40  PJR.  22136) ,  and  is  herewith 
republished  as  $  144.14.  Also,  the  regula¬ 
tion  on  need  analysis  was  published  on 
May  21,  1975,  as  §  144.14.  Since  the  time 


of  its  publication,  however,  revised 
procediu'es  and  standards  for  the  review 
and  approval  of  systems  for  calculating 
the  expected  parental  contributions  for 
dependent  students  have  been  proposed 
and  published  separately.  This  proposed 
regulation  is  herewith  republished  as 
S  144.13. 

1.  Program  materials.  The  regulations 
to  be  codified  in  the  Code  of  Federal  Reg¬ 
ulations  are  set  forth  below.  These  reg- 
tilations  contain  all  mandatory  require¬ 
ments  of  the  program. 

2.  Section  503  procedures  and  effect. 
Section  503  of  the  Education  Amend¬ 
ments  of  1972  requires  the  Commissioner 
to  study  all  rules,  regulations,  guidelines, 
or  oth^  published  Interpretations  or 
orders  issued  by  him  or  by  the  Secretary 
after  June  30,  1965,  in  connection  with, 
or  affecting,  the  administration  of  Office 
of  Education  programs;  to  report  to  the 
Committee  on  Labor  and  Public  Welfare 
of  the  Senate  and  the  Committee  (m  Edu¬ 
cation  and  Labor  of  the  House  ai  Repre¬ 
sentatives  concerning  such  study;  and 
to  publish  in  the  Federal  Registss  such 
rules,  regulations,  guidelines,  Interprsta- 
tions,  and  orders,  with  an  opportunity 
for  public  hearing  on  the  matters  so  pub¬ 
lished.  The  regulations  proposed  below 
refiect  the  results  of  this  study  as  it  per¬ 
tains  to  Title  TV,  Part  E  of  the  Higher 
Education  Act  of  1965,  as  amended,  and 
Title  n  of  the  National  Defense  Educa- 
tkm  Act  of  1958  as  amended. 

3.  Citations  of  legal  authority.  As  re¬ 
quired  by  Section  431(a)  of  the  General 
Education  Provisions  Act  (20  n.S.C. 
1232(a) )  and  Section  503  of  the  Educa¬ 
tion  Amendments  of  1972  (P.L.  92-318), 
a  citation  of  statutory  or  other  legal  au¬ 
thority  for  each  section  or  other  division 
of  the  regulations  has  been  placed  in 
parentheses  on  the  line  following  the 
text  of  the  provision. 

4.  Opportunity  for  public  hearing.. 
Pursuant  to  Section  503(c)  of  the  Edu¬ 
cation  Amendments  of  1972  the  Com- 
misskmer  will  provide  interested  parties 
an  opportunity  for  a  public  hearing  on 
these  regulations.  Hearings  will  be  held 
in  the  following  places  on  the  dates  below 
and  commencing  at  10:00  a.m.  on  each 
of  the  days  specified. 

a.  Washington,  D.C.  Auditorium — ^Regional 

Office  Building  Three,  7ih  and  D  Streets 

SW.,  Washington,  D.C.  20202. 

Public  hearing  will  be  held  on  Novem¬ 
ber  25.  1975. 

b.  Dallas,  Texas. 

Boom  tl90-1192,  1200  Main  Tower  Building, 

Dallas,  Texas  76202. 

PubUe  hearing  will  be  held  on  Novem¬ 
ber  .19,  1975. 

c.  San  Francisco,  California. 

Boom  15018,  Federal  Office  Building,  450 

Golden  Gate  Avenue,  San  Francisco,  Cali¬ 
fornia  94102. 

Public  hearing  will  be  held  on  Novem¬ 
ber  21,  1975.  The  purpose  of  these  hear¬ 
ings  is  to  receive  comments  and  sugges¬ 
tions  on  the  published  materials.  Parties 
Interested  in  attending  any  of  the  hear¬ 
ings  should  notify  the  Office  of  Educa¬ 
tion,  400  Maryland  Avenue,  S.W.,  Room 
2085,  Washington,  D.C.  20202,  Attentimi: 
CHiairman,  Office  of  Education  Task 


Force  on  Section  503,  and  are  urged  to 
submit  a  written  copy  of  their  comments 
with  such  notification.  Each  party  plan¬ 
ning  to  make  oral  comments  at  the  hear¬ 
ing  is  urged  to  limit  his  presentation  to  a 
maadmum  of  15  minutes. 

Written  comments  and  recommenda¬ 
tions  may  also  be  sent  to  the  Chairman, 
Office  of  Education  Task  Force  on  Sec¬ 
tion  503  at  the  above  address.  All  rele¬ 
vant  material  received  prior  to  the  date 
of  the  hearing  wfll  be  considered.  Com¬ 
ments  and  suggestions  submitted  in  writ¬ 
ing  will  be  available  for  review  in  the 
above  office  between  the  hours  of  8:30 
a.m.  and  4:00  p.m.  Monday  through  Fri¬ 
day  of  each  week. 

It  is  hereby  certified  that  the  economic 
and  inflationary  impacts  of  this  proposed 
regulation  have  been  carefully  evaluated 
in  aecordance  with  OMB  Circular  A-107. 

(Catalog  ot  Federal  Domestic  Assistance  No. 
18.471,  Nattonal  Direct  Student  Loans) 

Dated:  July  15, 1975. 

T.  H.  Bell, 

US.  Commissioner  of  Education. 
A]K>roved:  July  25, 1975. 

Castae  W.  Weinberger, 

Secretary  of  Health. 

Mducation.  and  Welfare. 

Part  144  of  Title  45  of  the  Code  of 
Federal  Regulations  is  amended  to  read 
as  f(^ws: 

SaOpart  A — General  Provisions 

Sac. 

144.1  Scope  and  purpose. 

144.2  Definitions. 

144.3  Apportionment  and  reapportlomnent 

of  Federal  capital  contributions  to 
States. 

144.4  ABBoatton,  nallOcatlon  and  payment 

ot  Padezal  capital  contributions  to 
Institutions. 

144.5  Institutional  applications. 

144B  Poadlng  criteria. 

144.7  AppUeatlon  review  and  approval  of 

aaquest. 

144.8  hMtitutlonal  agreement. 

144.»  Stadent  eligibility. 

144J0  CSoordlnatlon  with  Bureau  of  Indian 
Affairs  grants-ln-ald: 

144.11  Cost  of  education. 

144.1S  Eiqrected  family  contribution. 

144JiS  Meed  analysis  systems. 

144.14  Coordination  of  student  financial  aid 
programs  and  over-award. 

14L1S  DMbursement  of  loans. 

M4J4  Special  sessions. 

144Jnt  Administrative  expense. 

144JS  IlKal  procedures  and  records. 

MIlM  Mderal  Interest  m  allocated  funds. 
t4A80  yVrmlnatlon  and  suspension. 

SeApart  B— Terms  of  Loans 
144ffl  ZAmtCatlona  governing  aggregate' 
amount  of  loans. 

144.22  Awmdlng  and  repayment  of  loans. 

Sabpart  C — Loan  Collection 
14AS1  Z/>an  coUectlon  procedures. 

144AS  Bankruptcy  of  borrower. 

144.SS  Costs  of  coUectlon. 

144Bi  TTUllzatlon  of  fiscal  agent. 

Babpart  D — Loan  Cancellation 
144.41  apodal  definitions. 

144.43  TOaclier  cancellation — ^Locms  made 

prior  to  July  1,  1972. 

144.48  TVacher  cancellation — ^Loans  made 
after  Jane  80, 1972. 

144.44  Hoad  Start  cmicellatlon. 

144.45  IfUltary  eai^llatlon. 
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144.46  Cancellation  for  death  or  disability. 

144.47  Responsibility  for  determinatl<n  of 

cancellation  entitlement. 

144.48  Cancellation  {unvislxm  not  retroac¬ 

tive. 

144.49  Reimbursement  by  the  CXxnmlaBloner 
'  of  amounts  cancelled. 

Subpart  E— Loans  to  Institutions  for 
“Institutional  Capital  Contributtons." 

144.51  Institutional  loan. 

144.52  ^plication. 

144.63  Allocation  of  Federal  institutional 
loans. 

144.54  Federal  institutional  loon  agree¬ 
ments. 

Appendix  A — Allotment  of  fiinds  to  States 
for  fiscal  year  1972. 

Authoeitt:  Title  IV,  Fart  B  of  the  Higher 
Education  Act  of  1965,  as  added  by  sectkm 
137(b)  of  PubUc  Law  92-318,  86  Stat.  273  (20 
UH.C.  1087aa-87ff ) ,  and  l^lUe  H  of  the  Na¬ 
tional  Cefense  Education  Act  of  1968  (20 
U.S.C.  fai-29),  unless  otherwise  noted. 

Subpart  A — General  Provisions 
§  144.1  Scope  and  purpose. 

Utle  IV.  Part  E  of  the  Sgher  Educa¬ 
tion  Act  of  1965  authorizes  the  National 
Direct  Student  Loan  Program  for  the 
purpose  of  stssisting  in  the  establishment 
and  maintenance  of  funds  at  participat¬ 
ing  institutions  of  higher  education  for 
the  making  of  low-interest  loans  to  stu¬ 
dents  in  need  thereof  to  pursue  their 
courses  of  study  in  such  institutions. 

The  National  Direct  Student  Loan 
Program  is  and  shall  be  deemed  to  be  a 
continuation  of  the  National  Defense 
Student  Loan  Program  authorized  by 
Title  n  of  the  National  Defense  Educa¬ 
tion  Act  of  1958  (20  UJ5.C.  421-429) .  Ex¬ 
cept  as  otherwise  provided  in  this  part 
144,  all  rights,  privileges,  duties,  func¬ 
tions,  and  obligations  \mder  such  Title 
n  prior  to  the  enactment  of  the  Educa¬ 
tion  Amendm«its  of  1972  (Public  Law 
92-318)  shall  be  deemed  to  be  vested 
under  Title  IV,  Part  E  of  the  Higher  Edu¬ 
cation  Act  of  1965.  Any  student  loan 
Fund  established  imder  an  agreement 
imder  such  Title  n  shall,  to  the  extent 
not  otherwise  provided  in  this  part  144, 
be  deemed  to  have  been  established 
imder  such  Part  E,  and  any  assets  of 
such  student  loan  Pond  of  any  institu¬ 
tion  shsdl  be  deemed  to  be  the  assets  of 
a  student  loan  Fund  established  imder 
an  agreement  of  that  Institution  with 
the  Commissioner  under  such  Part  E. 

(20  UJ3.C.  1087aa:  PubUe  Law  92-318,  section 
137(<1)(1)) 

§  144.2  Definitioiis. 

For  the  purposes  of  this  part: 

(a)  “Academic  year”  means  a  period 
of  time  generally  of  not  less  than  8 
months  in  which  a  full-time  student 
would  normally  be  expected  to  complete 
the  equivalent  of  two  semesters,  two  tri¬ 
mesters,  three  quarters,  or  900  clock  hours 
of  instruction. 

(b)  “Act”  means  Title  IV — ^Part  E  (rf 
the  wighftr  Educaticm  Act  of  1965,  as 
amended. 

(c)  “Clodi  hour”  means  a  period  of 
time  which  is  the  equivalent  of  a  50  to  60 
minute  class,  lecture  or  recitation,  or  a 


50  to  60  minute  faculty  supervised  lab¬ 
oratory,  shop  training,  or  internship. 

(20  UH.C.  1087»a-ff) 

(d)  “College  Work-Study  Program”  la 
a  federally  supported  program  of  part- 
time  employment  authinized  by  Tl^  IV, 
Part  C,  of  the  Higher  Education  Act  of 
1965. 

(42  U.S.C.  2751-2766) 

(e)  “Cmnmlssioner”  means  the  United 
States  Commlsskmer  of  Education. 

(20  U.S.C.  1141(b)) 

(f)  “D^ault”  means  with  regard  to  a 
loan  under  this  part  that — 

(1)  The  borrower  failed  to  make  an  in¬ 
stallment  payment  when  due;  and 

(2)  Such  failure  persisted  (1.6..  was  not 
cured  either  by  payment  or  other  appro¬ 
priate  arrangements)  for  120  days  in  the 
case  of  a  loan  repayable  in  mmithly  in¬ 
stallments,  or  for  180  days  in  the  case 
of  loans  repayable  In  less  frequmt 
installments. 

(g)  “Dependent  studoit”  means  one 
who  does  not  qualify  as  a  “self-support¬ 
ing  or  independent  student”  as  defined 
ini  144.2(y). 

(h)  “Expected  family  contribution 

a  dependent  student”  means  the  sum 
of  the  amounts  which  reasonably  may 
be  expected  from  the  studmt  and  his 
spouse  to  meet  the  studait’s  cost  of  edu¬ 
cation  as  described  in  1 144.11  and  the 
amount  which  reasonably  may  be  ex¬ 
pected  to  be  made  available  to  him  by  his 
parents  for  such  purpose. 

(i)  “Expected  funily  contribution  of 
an  independait  or  self-supporting  stu¬ 
dent”  means  the  amount  which  reason¬ 
ably  may  be  expected  from  the  student 
and  his  spouse  to  meet  the  student’s  cost 
of  education  as  described  in  §  144.11. 

(j)  “Federal  capital  contribution” 
means  the  portkm  of  a  Fund  dnlvlng 
from  Federal  contrlbuilcms,  or  a  specific 
amount  provided  by  the  Cmnmissioner  to 
augment  such  Fund. 

(k)  “Federal  instituticmal  loan” 
means  a  loan  made  by  the  Commissioner 
to  an  institution  to  be  used  by  that  in¬ 
stitution  fm*  the  purpose  of  enabling 
that  institutlmi  to  mstke  an  Institutional 
capital  contorllmtlon  to  its  Fund. 

(20  U.S.C.  1087aa-ff) 

(l)  “Full-time  student”  means  a  stu¬ 
dent  who  is  pursuing  any  combination 
of  courses,  researeh,  or  special  studies 
(whether  or  not  for  credit)  which,  ac¬ 
cording  to  the  standards  and  practices 
of  the  institutiim  In  which  the  student 
is  enrolled,  is  ccmsidered  full-time  study. 
(20U.S.C.  1088(c)(2)) 

(m)  “Fund.”  or  “National  Direct  Stu¬ 
dent  Loan  Fund,”  means  a  Fund  estab¬ 
lished  and  maintained  in  accordance 
with  1 144.8. 

(n)  “(jrood  standing”  means  the  eli¬ 
gibility  of  a  student  to  cmitinue  in  at¬ 
tendance  in  accordance  with  the  stand¬ 
ards  and  practices  of  the  institution  in 
which  he  is  enrolled. 

(o>  “Graduate  or  professional  stu¬ 
dent'*  means,  in  gener^,  a  student  who 


is  enrolled  in  an  academic  program  of 
Instructixm  above  the  college  level  which 
is  provided  at  an  Institution  of  higher 
education.  The  term  Includes  (1)  that 
portloD  of  any  program  Involving  a  pe¬ 
riod  of  study  beyond  four  years  of  study 
at  the  college  level,  or  (2)  any  porUon 
of  a  program  leading  to  (U  a  degree  be¬ 
yond  the  bachelor’s  or  first  professional 
degree,  or  (11)  a  first  professional  de¬ 
gree,  when  at  least  three  years  of  study 
at  the  college  level  are  required  for  en¬ 
trance  into  a  program  leading  to  such 
degree. 

(20U.S.C.  10e7»a-ff) 

(p)  “Half-time  student”  means  a  stu¬ 
dent  who  is  cairying  a  half-time  aca¬ 
demic  work  load  measured  in  terms  of 
(1)  the  tuition  and  feet  customarily 
charged  for  hal^-time  study  by  the  in¬ 
stitution  and  (2)  the  course  work  or 
other  required  activities  as  determined 
by  the  institution  in  which  the  student 
is  enrolled;  provided,  however,  that  such 
course  work  and  activities  amount  to  the 
equivalent  of  a  minimum  of  (D  6  se¬ 
mester  hours  or  6  quarter  hours  per 
academic  term  for  Instltutiona  utiliz¬ 
ing  semester,  trimester,  or  quarter  hour 
S3^tems;  (11)  12  semester  hours  or  IS 
quarter  hours  per  academic  year  for  In- 
stitutimis  which  measure  progress  tai 
terms  of  credit  hours  but  which  do  not 
utilize  semester,  trimester,  or  quarter 
systems;  or  (lU)  12  clock  hours  per  week 
for  Institutions  which  utlllae  clo^  hours 
to  measure  progress.  AH  studeilts  en¬ 
gaged  in  a  program  of  study  by  corre¬ 
spondence  which  is  offered  as  requiring 
at  least  12  hours  of  preparation  a  week 
shall  be  considered  bAlf-tlme  studoito 
for  purposes  of  this  part. 

(20  U.S.C.  1088(e)  (2)  ) 

(q)  “Institutional  capital  contribu¬ 

tion”  meam  the  portton  of  a  Fund  de¬ 
riving  from  institutional  contzibutiOns 
or  a  specific  amount  provided  by  ttie  in- . 
stitutlon  to  augment  su^  Fund.  ^ 

(*>  UB.C.  1087ec) 

(r)  “Institution  of  highar  education” 
means  an  educatLonal  instltutton  in  any 
State  which  (1)  admits  as  regidar  stu¬ 
dents  cmly  persons  having  a  certificate  of 
graduation  from  a  school  providing  sec¬ 
ondary  education,  or  the  recognized 
equivalent  of  such  a  certificate,  (2)  is  le¬ 
gally  authorized  within  such  State  to  pro¬ 
vide  a  program  of  education  beyond  sec¬ 
ondary  education.  (3)  provides  aa  edu- 
catkxial  program  for  vdil^  It  awards  a 
bach^or's  degree  or  provides  not  less 
than  a  two-year  program  which  is  ac¬ 
ceptable  for  full  credit  toward  such  a 
degree.  (4)  is  a  pifiiUc  or  other  nonpreiM 
institutim,  and  (3)  (1)  Is  accredited  by  a 
naikHsally  recognised  accrediting  agency 
or  association,  or  (ID  in  the  case  of  a 
pubhc  Instittttkm  offering  postsecondary 
vocational  education,  is  aiwroved  by  a 
State  approval  agency  recognized  by  the 
Commissioner  as  a  rdiaUe  authority  as 
to  the  quality  of  pifiilie  postsccosidary 
vocational  education  in  that  State,  or 
(iii)  is  an  institutifm  with  respect  to 
which  the  Commissioner  has  determined 
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that  there  is  satisfactory  assurance,  con¬ 
sidering  the  resources  available  to  the  In¬ 
stitution,  the  period  of  time.  If  any,  dur¬ 
ing  which  it  has  operated,  the  effort  tt 
Is  making  to  meet  accreditation  stand¬ 
ards,  and  the  purpose  for  which  this  de¬ 
termination  is  being  made,  that  the  In¬ 
stitution  will  meet  the  accreditation 
standards  of  such  an  agency  or  associa¬ 
tion  within  a  reasonable  time,  or  (Iv)  is 
an  institution  whose  credits  are  accepted, 
on  transfer,  by  not  less  than  three  In¬ 
stitutions  which  are  so  accredited,  for 
credit  on  the  same  basis  as  if  transferred 
from  an  institution  so  accredited.  Such 
term  also  includes  any  school  which  pro¬ 
vides  not  less  than  a  one-year  program 
of  training  to  prepare  students  for  gain¬ 
ful  emplosnnent  in  a  recognized  occupa¬ 
tion  and  which  meets  the  provisions  of 
clauses  U),  (2),  (4),  and  (5)  of  this 
paragraph.  Such  term  also  includes  any 
proprietary  institution  of  higher  edu¬ 
cation,  as  defined  in  S  144.2  (v),  which 
has  an  agreement  with  the  Commissioner 
containing  such  terms  and  conditions  as 
the  Commissioner  determines  to  be  nec¬ 
essary  to  insure  that  the  availability  of 
assistance  to  students  at  the  school  under 
this  part  has  not  resulted,  and  will  not 
result,  in  an  increase  in  the  tuition,  fees, 
or  other  charges  to  such  students. 

(20  n£.C.  1087-1  (b),  1088(b)  and  1141(a)) 

(s)  **Nation^  of  the  United  States” 
means  (1)  a  citizen  of  the  United  States, 
or  (2)  a  person  who,  though  not  a  citizen 
of  the  United  States,  owes  permanent 
allegiance  to  the  United  States. 

(8UB.C.  1101(a)  (22)) 

(t)  "Nonprofit”  as  applied  to  a  school 
or  institution  means  a  school  or  institu¬ 
tion  owned  and  operated  by  one  or  more 
nonprofit  corporations  or  associations  no 
part  of  the  net  earnings  of  which  inures, 
or  may  lawfully  inure,  to  the  benefit  of 
any  private  shareholder  or  individual. 

(20  UB.C.  1141(c)) 

(u)  ‘‘Parent’*  means  the  mother  or 
father  of  the  student,  unless  any  other 
person,  except  the  student’s  spouse,  pro¬ 
vides  more  than  one-half  of  the  student’s 
support  and  claims  or  is  dlglble  to  claim 
the  student  as  an  exemption  for  Pederal 
Income  tax  purposes,  in  which  case  such 
person  shall  be  considered  a  parent. 

(20UJ8.C.  1087aar-ff) 

(V)  "Proprietary  Institution  of  higher 
education”  means  a  school  (1)  which 
inovides  not  less  than  a  six-month  pro¬ 
gram  of  training  to  prepare  students  for 
gainful  employment  in  a  recognized  oc¬ 
cupation,  (2)  which  admits  as  regular 
students  only  persons  having  a  certifi¬ 
cate  of  graduation  from  a  school  provid¬ 
ing  secondary  education  or  the  recog¬ 
nized  equivalent  of  such  a  certificate. 
(3)  which  is  legally  authorized  by  the 
State  in  which  it  is  located  to  provide  a 
program  of  education  beyond  secondary 
education,  (4)  which  is  accredited  by  a 
nationally  recognized  accrediting  agency 
or  association  approved  by  the  Commis¬ 
sioner  for  this  purpose,  (5)  which  is  not 
a  public  or  other  nonprofit  institution. 


and  (6)  which  has  been  in  existence  for 
at  least  two  years. 

(20  UB.C.  1088(b)  (3) ) 

(w)  “Public”  means  under  public  ad¬ 
ministrative  control  and  direction. 

(20  n.S.C.  10a7aar-ff) 

(x)  “Secretary”  means  the  Secretary 
of  Health,  Education,  and  Welfare. 

(20  U.S.C.  1141(e)) 

(y)  “Self-suw>orting  or  Independent 
Student”  means  a  student  who  is  either 
(1)  a  veteran  as  defined  in  S  144.2(bb) 
or  (2)  a  student  who: 

(i)  Has  not  and  will  not  be  claimed  as 
an  exemption  for  Federal  huxnne  tax 
purposes  by  any  person  except  his  or  her 
spouse  for  the  calendar  year(s)  in  which 
aid  is  received  and  the  calendar  year 
prior  to  the  academic  year  for  which  aid 
is  requested; 

(il)  Has  not  received  and  will  not  re¬ 
ceive  financial  assistance  of  more  than 
$600  from  his  or  her  parent(s)  in  the 
calendar  year(s)  in  which  aid  is  received 
and  the  calendar  year  prior  to  the 
academic  year  for  which  aid  is  requested; 
and 

(iii)  Has  not  lived  or  will  not  live  for 
more  than  2  consecutive  weeks  in  the 
home  of  a  parent  during  the  calendar 
year  in  which  aid  is  received  and  the 
calendar  year  prior  to  the  academic  year 
for  which  aid  is  requested. 

For  purposes  of  this  paragraph,  a  stu¬ 
dent  will  not  be  considered  to  have  beoi 
claimed  as  an  exanpUon  by  a  parent,  or 
to  have  received  $600  from  a  parent,  or 
to  have  lived  with  a  parent  if  that  parent 
has  died  prior  to  the  student’s  submis¬ 
sion  of  an  sq?pllcatlon  for  a  loan. 

(20  U.S.C.  1087aa-ff) 

(z)  “State”  means,  in  addition  to  the 
several  States  of  the  Union,  the  District 
of  Columb^  the  Commonwealth  of 
Puerto  Rico,  Guam,  American  Samoa, 
the  Trust  Territory  of  the  Pacific 
TftiknriR,  and  the  Virginia  Islands. 

(20  irB.O.  1141(b):  20  U.S.C.  1088(a)) 

(aa)  “Supplemental  Educational  Op¬ 
portunity  Grant  Program”  means  a 
grant  program  for  students  with  excep¬ 
tional  flnanAiai  need  authorized  by  Title 
IV-A-2  of  the  Hlghdr  Education  Act  of 
1965. 

(20  UB.C.  1070b  et  seq.) 

(bb)  “Veteran”  means  a  person  who 
served  in  the  active  military,  naval,  or 
air  service  of  the  United  States,  and  who 
was  discharged  or  released  therefrom 
under  conditions  other  than  dishonor¬ 
able. 

(38  U.S.C.  101(2)) 

(20  U.S.C.  1087aar-ff ) 

1 144.S  AppOTtiooment  and  reappor¬ 
tionment  of  Federal  capital  contri¬ 
butions  to  States. 

(a>  Apportionment.  (1)  Prom  90  per- 
c^t  of  the  sums  appropriated  for  Federal 
capital  contributions  pursuant  to  section 
461(b)  (1)  of  the  Act  for  any  fiscal  yetff, 
the  Commissioner  will  apportion  to  each 


State  an  amoimt  which  bears  the  same 
ratio  to  the  total  amount  so  appropriated 
as  the  number  of  persons  enrolled  on  a 
full-time  basis  in  institutions  of  higher 
education  in  such  Stete,  as  determined 
by  the  Commissioner  for  the  most  recent 
year  for  which  satisfactory  data  are 
available  to  him,  bears  to  the  total  num¬ 
ber  of  such  persons  so  enrolled  in  all  the 
States.  If  the  amoimt  so  apportioned  to 
any  State  is  less  than  its  allotment  under 
section  202(a)  of  the  National  Defense 
Education  Act  of  1958  for  fiscal  year 
1972,  additional  sums  shall  then  be  ap¬ 
portioned  to  each  such  State  from  the 
remaining  10  percent  of  the  sums  appro¬ 
priated  pursuant  to  section  461(b)  (1)  to 
make  its  apportionment  for  such  year 
equal  to  its  allotment  for  fiscal  year  1972 
imder  section  202(a).  (The  table  set 
forth  as  Appendix  A  to  this  part  indi¬ 
cates  the  amounts  apportioned  to  each 
State  imder  section  202(a)  for  the  fiscal 
year  ending  June  30, 1972.)  In  the  event 
that  the  funds  available  are  Insujfficient 
to  meet  that  level,  the  Commissioner  will 
instead  apportion  the  remaining  10  per¬ 
cent  of  the  sums  appropriated  so  that  no 
State  win  receive  less  than  a  uniform 
minimum  percentage  of  its  fiscal  year 
1972  aUotment  under  section  202(a). 

(2)  The  Commissioner  wlU  apportion 
any  sums  remalnlug  after  the  apportion¬ 
ment  of  funds  under  subparagraph  (1) 
of  paragraph  (a)  of  this  section  to  those 
States  which  received  the  lowest  percent¬ 
age  of  ai^>roved  requests  for  Federal 
capital  contributions  as  a  result  of  the 
apportionment  under  subparagraph  (1) 
of  paragraph  (a)  of  this  section,  so  that 
no  State  wiU  receive  less  than  a  uniform 
minimum  percentage  ot  its  total  ap¬ 
proved  requests  for  Federal  capital  con¬ 
tributions. 

(b)  Reapportionment.  If  the  amoimt 
of  an  apportionment  to  a  State  imder 
paragraph  (a)  of  this  section  exceeds 
the  total  amount  of  iq^roved  requests 
for  Federal  ccmital  contributions  of  in¬ 
stitutions  of  higher  education  in  that 
State,  such  excess  shall  be  available  for 
reapportiozunent  from  time  to  time  on 
such  date  or  dates  as  the  C<»nmlssioner 
shall  fix.  Fnxn  the  aggr^rate  of  such 
excess  for  any  fiscal  year,  the  Cixnmis- 
sioner  will  reapportion  to  each  State  in 
which  the  total  approved  requests  for 
Federal  capital  contributions  of  institu¬ 
tions  of  higher  education  in  that  State 
exceeded  the  amount  of  funds  appor¬ 
tioned  to  that  State  an  amount  which 
bMTS  the  same  ratio  to  such  aggregate 
as  the  total  amount  of  such  shortfall  in 
that  State  becurs  to  the  total  amount  of 
such  shortfalls  in'^all  the  States. 

(20  VB.C.  1087bb) 

§  144.4  Allocation,  reallocation  and  pay¬ 
ment  of  Federal  capital  contribu¬ 
tions  to  institutions. 

Xa)  Allocation  of  funds  to  institutions. 
(1)  Subject  to  the  provisions  of  sub- 
paragraphs  (2)  and  (3)  of  this  para¬ 
graph,  when  funds  available  for  distribu¬ 
tion  among  the  Institutions  'within  a 
State  for  Federal  capital  contributions 
are  not  sufBcient  to  honor  all  approved 
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requests  ot  institutions  within  such  State, 
sodi  sums  as  are  available  will  be  dis¬ 
tributed  on  a  pro  rata  basis  among  all  in¬ 
stitutional  ap^cants  in  the  State  in  the 
same  ratio  that  the  total  funds  avsdlaUe 
for  the  State,  including  both  iqiportkHi- 
ments  and  reaM^rttonments,  bears  to 
ttie  totid  iqiproved  requests  for  that 
State. 

(2)  If  the  amount  of  the  instituticmal 
capital  contribution  is  less  than  the 
amount  required  under  !  144.8(b)  (2)  to 
match  the  Federal  capital  contrlbutloa 
which  the  institution  will  receive  in  ac¬ 
cordance  with  subparagraidi  (1)  of  this 
paragraph,  then  the  amoxmt  oi  the  Fed¬ 
eral  capital  contribution  which  would 
have  been  awarded  under  subparagraph 
(1)  of  this  paragraph  shall  be  reduced 
to  an  amount  equal  to  not  more  than 
nine  times  the  amount  of  Institutional 
capital  con^bution  that  the  institution 
is  able  to  contribute  to  its  Fund. 

(3)  Notwithstanding  the  provisions  of 
subparagraph  (1)  of  this  paragraph, 
amounts  which  would  otherwise  be 
granted  to  proprietary  institutions  of 
higher  education  for  any  fiscal  year  shall 
be  proportionately  reduced  to  the  extent 
necessary  to  produce  an  aggregate  of 
such  amounts  which  does  not  exceed  the 
amount  by  which  sums  appropriated  pur¬ 
suant  to  section  461(b)  (1)  (rf  the  Higher 
Education  Act  of  1965  for  such  fiscal  year 
exceeds  $190,000,000. 

(b)  ReaXlocation.  If  an  institution  fails 
to  accept  all  of  the  Federal  capital  con¬ 
tribution  that  has  been  granted  to  it,  or 
if  it  projects  that  it  will  not  use  a  portion 
of  its  allocatlcm  by  the  end  of  the  period 
for  which  such  funds  were  made  avail¬ 
able,  the  amount  not  accepted  or  used 
shall  be  restored  as  part  of  the  appor¬ 
tionment  of  the  State  in  which  such  in¬ 
stitution  is  located.  When  the  aggregate 
of  funds  thus  restored  to  a  State’s  appor¬ 
tionment  becomes  sufficient  to  Increase 
significantly  the  amount  of  the  Federal 
capital  contributions  that  can  be 
awarded  to  other  institutions  within  the 
State,  such  funds  shall  be  granted  to  such 
oth^  institutions  in  accordance  with 
subparagraph  (1)  of  paragraph  (a)  of 
this  section. 

(c)  Payment.  Payment  of  the  Federal 
capital  contribution  will  be  made  in  such 
Installments  as  the  Commissioner  deter¬ 
mines  win  not  result  in  unnecessary  ac¬ 
cumulations  of  capital  in  the  student 
loan  Fund  of  the  applicant. 

(20  U.S.C.  lOSTbb) 

§  144.5  Institutional  applications. 

(a)  An  Institution  that  wishes  to  par¬ 
ticipate  in  the  National  Direct  Student 
Loan  Program  shall  file  an  applicatimi 
with  the  Commissions:  before  the  closing 
date  for  such  applications  established 
annuaUy  by  the  Commissioner.  Such  ap¬ 
plication  shall  contain  the  following  in¬ 
formation  and  ^tall  be  in  such  form  and 
contain  such  other  information  as  the 
Commissioner  may  from  time  to  time 
prescribe: 

(1)  The  institution’s  requests  for  Fed¬ 
eral  student  financial  aid  funds  under 
this  part,  the  College  Work-Study  Pro¬ 


gram  and  the  Supplemental  Educaticmal 
Opportunity  Grants  Program; 

(2)  The  institution’s  anticipated  en- 
roDmait  for  the  forthc(»nlng  academic 
year; 

(3)  The  anticipated  number  of  en¬ 
rolled  students  eligible  for  loans; 

(4)  The  Institution’s  average  cost  of 
education.  Including  a  Justification  of 
any  annual  per  student  costs  in  excess  of 
$175  for  books  or  $450  for  personal  ex¬ 
penses; 

(5)  An  estimate  of  the  average  amount 
which  reasonably  may  be  expected  to  be 
made  available  by  the  parents  of  stu¬ 
dents  at  ^e  Institution  who  are  tx- 
pected  to  be  dlgible  for  s\ich  loans; 

(6)  The  anticipated  average  loan; 

(7)  The  amount  of  financial  assist¬ 
ance  awarded  by  the  institution  from  its 
own  scholarship  and  student  aid  pro¬ 
grams  for  the  most  recent  academic 
year  for  which  Information  is  available; 

(8)  T^e  amount  of  cash  carryover  in 
the  Fund  availaUe  for  relending; 

(9)  The  qualifications  of  the  profes¬ 
sional  personnel  who  will  be  administer¬ 
ing  the  National  Direct  Student  Loan 
Program  tax^luding  their  degree  of  ability 
to  cmiduct  a  vigorous  and  effective  col¬ 
lection  effort; 

(10)  The  institution’s  loan  delin¬ 
quency  rate  calculated  by  dividing  the 
cumulative  total  principal  amount  past 
due  at  the  end  of  the  fiscal  year  bpr  the 
cumulative  principal  amomit  due  and 
collective  at  the  end  of  the  fiscal  year; 
if  this  rate  exceeds  10%.  the  reason  why 
this  rate  exceeds  10%  ; 

(11)  The  total  amount  of  collections 
and  other  income  of  the  Fund  received 
by  the  Institution  during  the  fiscal  year 
and  the  total  amount  of  such  collections 
aind  other  income  received  too  late  to  re¬ 
lend;  if  the  total  amount  received  too 
late  for  relending  exceeds  25%  of  the 
total  amount  received  during  the  fiscal 
year,  the  reason  why  this  percentage  ex¬ 
ceeds  25%; 

(12)  The  average  unmet  need  per  stu¬ 
dent;  if  the  average  amount  of  unmet 
need  exceeds  $200,  the  reason  vffiy  this 
figrure  exceeds  $200; 

(13)  Whether  the  institution  Intends 
to  aiH>ly  for  Federal  institutional  loans 
pmsuant  to  subpart  E  of  this  part;  and 

(14)  The  amount  of  funds  the  institu¬ 
tion  has  available  to  use  as  its  institu¬ 
tional  capital  contribution  and  the  ex¬ 
tent,  if  any,  that  such  amount  consists 
of  an  anticipated  Federal  institutional 
loan  under  subpart  E  of  this  part 

(b)  The  application  shall  contain  the 
name  of  the  official  authorized  to  sub¬ 
mit  the  application  and  the  name  of  the 
Individual  or  official  who  will  be  respon¬ 
sible  for  carrying  out  the  program.  Un¬ 
less  otherwise  indicated  in  the  w>plica- 
tion,  the  former  individual  or  official 
will  be  deemed  (1)  to  be  the  individual 
or  official  to  wh<xn  communications  shall 
be  directed,  (2)  the  individual  or  official 
who  shall  \>e  responsible  for  the  receipt 
custody,  Sind  disbursement  of  Federal 
funds,  and  (3)  the  individual  or  official 
who  shall  have  ultimate  responsibility 
for  the  accounting  of  such  Federal  funds. 
(20  UJ3.C.  loeTbb) 


§  144,6  Fondiiig  criteria. 

An  instltutlonlB  requests  for  funds  un¬ 
der  this  part  win  be  reviewed  in  accord¬ 
ance  with  the  fofiowing  criteria: 

(a)  The  reasonableness  of  the  institu¬ 
tion’s  total  request  for  Federal  student 
financial  aid  funds  under  this  part  (1) 
in  light  of  its  requests  under  the  CoUege 
Work-Study  Program  and  the  SupVe- 
mental  Educational  Opportunity  Grants 
Program,  and  (2)  in  relation  to  the  in¬ 
stitution’s  anticipated  enrollment,  the 
average  cost  of  education,  and  the  aver¬ 
age  expected  family  contribution  of  stu¬ 
dents  eligible  under  those  programs; 

(b)  The  reasonableness  eff  the  institu¬ 
tion’s  projections  of  its  anticipated  en¬ 
rollment  and  M  the  average  cost  of  edu¬ 
cation  and  the  average  e3q>ected  family 
contribution  of  students  eligible  under 
those  programs; 

(c)  The  reasonableness  of  the  antici¬ 
pated  number  of  students  eHgfble  for 
loans,  in  view  at  the  institution’s  antici¬ 
pated  enrollment; 

(d)  The  reasonableness  of  the  amount 
of  the  average  loan  anticipated  In  rria- 
tlon  to  the  average  need  per  student  at 
the  institution,  after  taking  into  account 
other  available  student  financial  aid  re¬ 
sources; 

(e)  The  extent  to  which  the  institution 
has  effectively  utilized  Federal  financial 
aid  funds  allocated  in  previous  years; 

(f)  The  amount  of  cash  carryovo:  in 
the  Fund  available  for  relendlng; 

(g)  The  adequacy  of  explanations  pro¬ 
vided  by  the  institution  pursuant  to 
5  144.5(a)  (4),  (10),  (11),  or  (12);  and 

(h)  The  extent  to  which  the  institu¬ 
tion  has  effectively  administered  or  made 
provision  for  the  effective  administration 
of  the  program,  including  the  extent  to 
which  it  has  made  a  vigorous  and  effec¬ 
tive  effort  on  coUection  of  loans,  and  the 
extent  to  which  it  has  effectively  cocarll- 
nated  this  program  with  institutional 
and  other  programs  of  studoit  financial 
aid  m  making  this  evaluation,  consid¬ 
eration  will  be  given  to  the  adequacy  of 
the  qualifications  and  experience  of  tim 
personnel  designated  by  the  institution 
to  administer' the  program. 

(20  UB.C.  lOSTbb) 

§  144.7  Applicalkm  review  and  apprer- 
al  of  request.  / 

(a)  (1)  The  Commissioner  will  con¬ 
vene  panels  of  quEdified  persons  in  eadi 
of  the  regions  served  by  regional  offices 
of  the  Office  of  Education,  to  review  ap¬ 
plications  submitted  under  this  part  by 
institutions  situated  in  those  regions. 
The  review  panel  shafi  evaluate  each 
institution’s  request  for  funds  in  accord¬ 
ance  with  the  criteria  set  forth  in  5  144.6 
and  shall  recommend  an  amount  which 
it  deems  appropriate. 

(2)  No  panelist  shall  participate  in 
the  consideration  of  any  application  from 
his  own  Institution  or  any  appUcation 
from  any  other  institution  which  he  has 
prepared  or  assisted  in  preparing  or  in 
which  he  has  any  personal  or  financial 
interest. 

(b)  Institutions  which  file  applica¬ 
tions  for  ftmding  under  this  part  will  be 
notified  of  the  amount  recommended  by 
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the  review  panel  pursuant  to  paragraph 

(a)  of  this  section.  If  the  amoimt  recom¬ 
mended  is  less  than  the  Institution’s  re¬ 
quest.  the  reasons  for  such  a  reduction 
will  be  forwarded  to  the  Institution.  The 
institution  shall  notify  the  regional  office 
of  the  Office  of  Education  serving  the 
area  in  which  the  Institution  is  located 
of  any  arithmetic  or  other  technical  er¬ 
rors  with  regard  to  the  panel  recom¬ 
mendation.  The  r^lonal  office  will  ad¬ 
just  the  recommendation  to  correct  such 
errors. 

(c)  If  an  institution  wishes  to  request 
a  review  of  the  panel’s  recommendation 
for  other  than  arithmetic  and  technical 
errors,  it  shall  submit  a  written  request 
for  such  review  to  the  regional  office  of 
the  Office  of  Education  serving  the  area 
in  which  the  institution  is  located  within 
such  time  as  may  be  specified  by  the 
Commissioner.  The  request  for  review 
may  include  additional  Information 
relevant  to  the  recommendation.  The  re¬ 
gional  office  will  review  such  a  request 
and  will  notify  the  institution  in  writing 
of  its  decision  and  the  reasons  therefor. 

(d)  (1)  If  an  Institution  wishes  a  re¬ 
view  of  the  regional  office  recommenda¬ 
tion  made  pursuant  to  paragraph  (c) 
of  this  section,  it  may  request  a  review  by 
a  national  review  panel.  Such  a  na¬ 
tional  review  panel  shall  consist  of  in¬ 
stitutional  student  financial  aid  officers 
from  each  of  the  regions  served  by  the 
Office  of  Education  and  personnel  of  the 
Office  of  Education. 

(2)  A  request  for  national  review  shall 
be  submitted  in  writing  by  the  institu¬ 
tion  to  the  regional  office  of  the  Office 
of  Education  serving  the  area  in  which 
the  Institution  is  located  within  such  time 
as  may  be  specified  by  the  Commissioner. 
However,  no  additional  information  be¬ 
yond  that  available  in  the  application 
and  the  written  record  of  communica¬ 
tions  between  the  regional  office  and  the 
institution  in  the  time  period  specified  in 
the  previous  sentence  will  be  considered. 

(3)  The  national  review  panel  will  re¬ 
view  such  request  and  notify  the  insti¬ 
tution  and  the  Commissioner  of  its  rec¬ 
ommendation  and  the  reasons  therefor. 

(e)  The  Commissioner  will  establish 
an  approved  level  of  funding  (approved 
request)  for  each  applicant  institution 
taking  into  consideration  the  recommen¬ 
dation  of  the  relevant  panel  or  regional 
office. 

(20  U.S.C.  lOBTbb) 

§  144.8  Institutional  agreement. 

An  institution  of  higher  education 
which  desires  to  participate  in  the  Na¬ 
tional  Direct  Student  Loan  Program  sbAll 
enter  into  an  agreement  with  the  Com¬ 
missioner.  Such  agreement  shall: 

(a)  Provide  for  the  establishment  and 
maintenance  of  a  Student  Loan  Fund 
(Fund)  by  tl^e  Institution; 

(b)  Provide  for  the  deposit  in  the 
Fund  of : 

(1)  Federal  capital  contributions; 

(2)  A  capital  contribution  by  the  in¬ 
stitution  in  an  amount  equal  to  not  less 
than  one-ninth  of  the  amount  of  the 
Federal  contribution  (institutional  capi¬ 
tal  contribution) ; 


(3)  Collections  of  principal  and  Inter¬ 
est  on  student  loans  made  from  the 
Fund; 

(4)  Payments  to  the  institution  by  the 
C(»iunissioner  pursuant  to  section  465(b) 
of  the  Act  as  a  result  of  cancellations  on 
loans  made  after  June  30,  1972; 

(5)  Penalty  charges  collected  pursu¬ 
ant  to  §  144.22(g)  of  this  part;  and 

(6)  Any  other  earnings  of  the  Fund; 

(c)  Provide  that  the  Fund  be  used 

only  for: 

(1)  Loans  to  students  in  accordance 
with  the  agreement; 

(2)  Payments  to  the  institution  in  lieu 
of  reimbursement  for  administrative  ex¬ 
penses  in  the  amount  provided  for  in 
§  144.17; 

(3)  Capital  distributions  as  provided 
in  section  466  of  the  Act; 

(4)  Costs  of  litigation;  and 

(5)  Other  collection  costs  agreed  to  by 
the  Commissioner  in  connection  with  the 
collection  of  principal,  interest,  and  pen¬ 
alty  charges,  if  any.  on  a  loan  made  from 
the  Fund.  Such  “other  collection  costs’’ 
that  the  Commissioner  may  approve  in¬ 
clude  the  costs  relating  to  the  use  of  a 
commercial  skip-tracing  service,  a  col¬ 
lection  agent,  or  such  other  identifiable 
collection  costs  in  excess  of  the  routine 
administrative  expenses  Incurred  in  the 
collection  of  student  loans,  but  does  not 
include  costs  of  employing  individual 
contractors  or  agents  to  handle  collection 
duties  that  resusonably  may  be  expected 
to  be  performed  by  lending  institution’s 
own  personnel. 

(d)  Provide  that  where  a  note  or  writ¬ 
ten  agreement  evidencing  a  loan  has  been 
in  default  (as  defined  in  S  144.2(f))  for 
at  least  two-  years  despite  due  diligence 
on  the  part  of  the  institution  in  making 
collection  thereon  as  provided  in  §  144.31 
of  this  part,  the  institution  may  assign 
its  rights  under  such  note  or  agreement 
to  the  United  States,  without  recom¬ 
pense,  and  that  in  that  event  any  sums 
collected  on  such  a  loan  shall  be  de¬ 
posited  in  the  general  Fund  of  the 
Treasury; 

(e)  Provide  that  loans  from  the  Stu¬ 
dent  Loan  Fund  shall  be  made  available 
to  students  applying  therefor  in  accord¬ 
ance  with  §  144.22; 

(f)  Provide  that  the  institution  shall 
make  loans  from  the  Fund  reasonably 
available  (to  the  extent  of  the  available 
fimds  in  such  Fund)  to  all  eligible  stu¬ 
dents  in  the  institution  in  need  thereof; 
and 

(g)  Contain  such  other  provisions  as 
the  Commissioner  finds  necessary,  in 
light  of  special  and  unusual  circmn- 
stances,  to  protect  the  financial  Interest 
of  the  United  States  and  to  promote  the 
purposes  of  this  part. 

(20  U.S.C.  427.  1087bb,  1087cc) 

§  144.9  Student  eligibility. 

(a)  General.  A  student  is  eligible  for 
a  loan  tmder  this  part  if  such  student: 

(1)  Is  a  national  of  the  United  States 
(a  citizen  of  the  United  States  or  a  person 
who  though  not  a  citizen  owes  permanent 
allegiance  to  the  United  States),  is  In 
the  United  States  for  other  than  a  ton- 
porary  purpose  and  intends  to  become  a 


permanent  resident  thereof,  or  is  a  per¬ 
manent  resident  of  the  Trust  Territory 
of  the  Pacific  Islands; 

(2)  Is  in  need  of  the  amoimt  of  the 
loan  to  pursue  a  course  of  study  at  an 
eligible  institution; 

(3)  Is  capable,  in  the  opinion  of  the 
institution,  of  maintaining  good  stand¬ 
ing  in  such  course  study;  and 

(4)  Has  been  accepted  for  enrollment 
as  at  least  a  half-time  undergraduate, 
graduate,  or  professional  student  in  such 
institution  or,  in  the  case  of  a  student 
already  attending  such  Institution,  is  in 
good  standing  and  is  enrolled  as  at  least 
a  half-time  undergraduate,  graduate,  or 
professional  student  in  such  institution. 

In  any  case  in  which  a  student  who  has 
been  determined  to  be  eligible  for  a  loan 
and  thereafter  falls  to  maintain  good 
standing,  the  eligibility  of  such  student 
shall,  upon  notice  to  the  Commissioner, 
be  suspended,  and  no  loan  payments  to, 
or  on  behalf  of.  such  student  shall  be 
made  until  he  regains  good  standing. 

(b)  Need.  For  purposes  of  paragraph 
(a)  (2)  of.  this  section  a  student  shall  be 
considered  in  need  if  his  cost  of  educa¬ 
tion  at  the  Institution  at  which  he  is 
enrolled  or  accepted  for  enrollment  ex¬ 
ceeds  his  expected  family  contribution. 

(c)  Religious  communities.  For  pur¬ 
poses  of  paragraph  (a)  (2)  of  this  section 
a  member  of  a  religious  commimity,  so¬ 
ciety,  or  order  who  by  direction  of  his  or 
her  order  is  pursuing  a  course  of  study  in 
an  institution  of  higher  education  or  who 
receives  support  and  maintenance  from 
the  commimity.  society,  or  order  shall 
be  deemed  not  to  have  financial  need. 

(d)  Selection.  Loans  made  under  this 
part  shall  be  made  reasonably  available 
to  all  eligible  student  applicants.  In  the 
event  applications  for  loans  exceed  avail¬ 
able  funds,  the  order  of  selection  shall 
be  made  on  the  basis  of  need.  The  insti¬ 
tution  shall  establish  procedures  for 
ranking  eligible  students  smd  such  pro¬ 
cedures  shall  be  (1)  set  forth  in  writing, 

(2)  available  for  public  inspection,  and 

(3)  maintained  in  the  files  of  the  insti¬ 
tution’s  office  which  selects  students  as 
loan  recipients. 

(20  U.S.C.  1087aa-ff) 

(e)  Affidavit  of  educational  purpose. 
No  loan  may  be  made  under  this  part 
unless  the  student  to  whom  it  is  made 
has  filed  with  the  Institution  of  higher 
education  which  he  intends  to  attend, 
or  is  attending,  an  affidavit  on  a  form 
approved  by  the  Commissioner  stating 
that  the  money  attributable  to  such  loan 
will  be  used  solely  for  expenses  related 
to  attendance  or  continued  attendance 
at  such  institution.  The  student  must 
sign  the  affidavit  in  the  presence  of  a 
notary  or  other  person  who  is  legally 
authorized  to  administer  oaths  or  affir¬ 
mations  and  who  does  not  take  part  In 
the  recruiting  of  students  for  enrollment 
at  such  institution.  The  notary  or  other 
person  must  enter  his  signature  and.  as 
applicable,  his  seal  or  stamp  on  the 
affidavit  form. 

(20  un.c.  loesg) 

(20  U.S.C.  1087dd) 


FEDERAL  REGISTER,  VOL  40,  NO.  199— TUESDAY,  OaOBER  14,  1975 


PROPOSED  RULES 


48257 


§  144.10  Coordination  with  Bureau  of 

Indian  Affair*  grant8>in-«id. 

In  determining  the  amount,  if  any, 
of  a  loan  to  be  made  to  a  student  who  is 
eligible  for  such  a  loan  and,  in  addition, 
is  eligible  for  an  educational  grant-in- 
aid  tmder  a-program  administered  by  the 
Bureau  of  Indian  Affairs  (BIA) ,  the  in¬ 
stitution  shall  observe  the  following 
practice: 

(a)  A  “package”  of  student  assistance 
will  be  prepared  in  accordance  with 
S  144.14  for  each  such  student  from  re¬ 
sources  other  than  BIA  grants-in-aid.  In 
preparing  such  a  package,  the  institution 
shall  not  take  into  consideration  any  BIA 
grant-in-aid  which  the  student  has  re¬ 
ceived  or  is  expected  to  receive  and  such 
package  shall  be  consistent,  as  to  the 
types  and  amounts  of  the  respectiye 
awards  included  therein,  with  packages 
prepared  for  students  who  are  not  el^ble 
for  BIA  grants-in-aid,  who  have  similar 
levels  of  financial  need  and  who  are 
similar  with  respect  to  any  other  general 
characteristics  used  by  the  institution  in 
preparW  such  packages. 

(b)  The  amount  of  any  BIA  grant-in- 
aid,  whether  received  by  the  student  prior 
to  the  preparation  of  the  package  de¬ 
scribed  in  paragraph  (a)  of  this  section 
or  subsequent  thereto,  shall  be  supple¬ 
mentary  to  the  package  of  aid  from  other 
resources,  and  no  adjustment  shall  be 
made  to  such  package  so  long  as  the 
total  of  such  package  and  the  BIA  grant- 
in-aid  does  not  exceed  the  institution’s 
determination  of  the  student’s  need  (l.e., 
the  difference  between  the  student’s  cost 
of  education  at  the  institution  and  his 
expected  famUy  contribution) . 

(c)  If  the  total  amoxmt  of  the  BIA 
grant-in-aid,  when  combined  with  the 
package  of  other  assistance  prepared  in 
accordance  with  paragraph  (a)  of  this 
section  exceeds  the  institution’s  determi¬ 
nation  of  the  student’s  need,  the  amoimt 

'  of  such  excess  only  shall  be  deducted 
from  the  package  of  other  assistance. 
Such  deduction  shall  be  done  in  sequence, 
so  that  such  excess  is  first  deducted  from 
any  awards,  or  proposed  awards,  in  the 
form  of  loans;  if  an  excess  still  remains 
after  all  such  loan  awards  have  been 
adjusted,  deductions  shall  next  be  made 
from  any  awards,  or  proposed  awards,  in 
the  form  of  work-study;  if  an  excess  stiU 
remains  after  all  such  work-study  awards 
have  been  adjusted,  deductions  shall  be 
made  from  any  award,  or  proposed 
award,  in  the  form  of  a  grant,  other  than 
a  grant  imder  the  Basic  Educational  Op¬ 
portunity  Grants  Program. 

(20  U.B.C.  1087dd) 

§  144.11  GmI  of  education. 

The  amotmt  required  to  enable  a  stu¬ 
dent  to  pursue  his  education  at  an  insti¬ 
tution  of  higher  education  Includes 
amoimts  charged  for  tuition  and  fees, 
the  amounts  charged  by  the  institution 
or  the  expenses  reasonably  incurred  for 
room  and  board,  books,  supplies,  trans¬ 
portation,  miscellaneous  personal  ex¬ 
penses,  and  expenses  related  to  mainte¬ 
nance  of  a  student’s  dependents.  In  the 
case  of  a  student  engaged  in  a  program 
ol  study  by  correspondence  only  his  costs 


of  tuition  and  fees  shall  be  recognized  as 
a  cost  of  education  for  the  purpose  of  this 
part;  provided,  however,  that  travel  and 
room  and  board  costs  incurred  specifi¬ 
cally  in  fulfillment  of  a  required  period 
of  residential  training  may  be  considered 
a  cost  of  education  for  such  a  student. 

(20  U.S.C.  1087aa-fr) 

§  144.12  Expected  family  contribution. 

(a)  Dependent  students.  In  determin¬ 
ing  the  amount  of  income  and  net  assets 
that  should  reasonably  be  made  available 
by  the  dependent  student,  the  student’s 
spouse,  and  the  student’s  parents  to  meet 
that  student’s  cost  of  education,  the  stu¬ 
dent  financial  aid  officer  shall  take  into 
consideration: 

(1)  Any  serious  illness  in  the  family 
(family  members  Include  the  student, 
the  student’s  spouse,  the  student’s  par¬ 
ents.  and  persons  for  whom  the  parents 
may  claim  an  exemption  under  section 
151  of  the  Internal  Revenue  Code) ; 

(2)  The  dumber  of  dependent  children 
of  the  student’s  parents; 

(3)  The  number  of  such  dependent 
children  attending  institutions  of  higher 
education;  and 

(4)  Such  other  circumstances  as  may 
affect  the  ability  of  the  student,  the  stu¬ 
dent’s  spouse,  and  the  student’s  parents 
to  contribute  toward  the  student’s  cost 
of  education. 

(b)  Independent  students.  In  deter¬ 
mining  the  amoimt  of  income  and  net 
assets  that  should  reasonably  be  made 
available  by  a  self-supporting  or  inde¬ 
pendent  student  and  that  student’s 
«  spouse  to  meet  such  student’s  cost  of 
education,  the  student  financial  aid  offi¬ 
cer  shall  take  into  consideration: 

(1)  Any  serious  illness  in  the  family 
(family  members  include  the  student, 
the  student’s  spouse,  and  persons  for 
whom  the.  student  or  spouse  may  claim 
an  exemption  under  section  151  of  the 
Internal  Revenue  Code) ; 

(2)  The  number  of  dependent  chil¬ 
dren  of  the  student; 

(3)  The  number  of  such  dependent 
children  attending  institutions  of  higher 
education;  and 

(4)  Such  other  circumstances  as  may 
affect  the  ability  of  the  student  or  the 
student’s  spouse  to  contribute  toward  the 
student’s  cost  of  education. 

(c)  Special  considejrations.  Upon  the 
request  of  a  student  who  does  not  live 
with  his  parents,  who  visits  his  parents 
for  periods  of  time  no  longer  than  those 
which  are  typical  for  adults  visiting  their 
parents,  and  who  does  not  receive  from 
his  parents  gifts  which  exceed  in  value 
the  amounts  typically  given  by  parents 
as  incidental  gifts  to  their  adult,  non- 
dependdnt  offspring,  the  student  finan¬ 
cial  aid  officer  shall  make  a  determina¬ 
tion  as  to  whether  the  relationship  be¬ 
tween  that  student  and  his  parents  is  of 
such  a  nature  that  it  is  unreasonable  to 
expect  the  parents  to  contribute  toward 
his  cost  of  education,  regardless  of  their 
ability  to  do  so.  The  reasons  for  such  de¬ 
termination  shall  be  made  pEurt  of  the  in¬ 
stitution’s  Written  records.  The  student 
financial  aid  officer  shall,  before  making 
such  a  finding,  make  such  efforts  as  he 


deems  appropriate  to  ascertain  whether 
the  student’s  parents  are  in  fact  willing 
to  contribute  toward  the  student’s  cost 
of  education. 

(20  U.8.0.  1087aa-ff) 

§  144.13  Approved  need  analysis  sys¬ 
tems. 

(a)  General.  In  order  to  comply  with 
the  requirements  of  i  144.12  of  this  part, 
an  insUtution  shall  utilize  a  need  antdysis 
system  or  method  of  calcvilation  approved 
by  the  Commissioner  for  that  purpose 
pursuant  to  this  section. 

(b)  Dependent  students.  (1)  The  Com¬ 
missioner  has  approved  the  following  sys¬ 
tems  for  the  purpose  of  S  144.12,  with 
respect  to  dependent  students: 

(1)  The  method  of  calculating  an  ex¬ 
pected  family  contribution  used  in  the 
Basic  Educational  Opportimlty  Grants 
Program  (45  CPR  Part  190) ;  and 

(11)  The  Income  Tax  System,  if  ad¬ 
justed  to  refiect  the  number  of  the  par¬ 
ents’  dependent  children  who  are  attend¬ 
ing  institutions  of  higher  education.  For 
purposes  of  this  sectl(m,  the  expected 
family  contribution  calculated  according 
to  the  Income  Tax  System  diall  be  an 
amount  equal  to  the  amount  of  Federal 
income  tax  paid  by  the  parents  of  a  stu¬ 
dent,  plus  5  percent  of  such  parents’  net 
assets  In  excess  of  $10,000  and  any 
amount  the  student  is  reasonably  able  to 
contribute. 

(2)  The  Commissioner  will  iqtprove 
any  other  need  artedysls  system  for  the 
piupose  of  8  144.12,  for  use  with  respect 
to  dependent  students,  which  is  sub¬ 
mitted  in  accordance  with  the  procediu%s 
set  forth  in  paragraph  (d)  of  this  section 
and  which  meets  the  following  criteria: 

(1)  The  system  must  produce,  as  its 
standard  output,  expected  parents’  con¬ 
tribution  figures  for  dependent  students 
which:  (a)  Increase  in  reasonably 
smooth  Increments  as  the  parents’  finan¬ 
cial  strength,  measured  in  real  terms,  in¬ 
creases;  and  (b)  are  equal  for  families 
of  equal  measured  financial  strength; 
and 

(li)  The  system  must  produce  expected 
parents’  contribution  figiures  which,  for 
at  least  75  percent  of  a  set  of  sample 
cases  developed  and  made  available  by 
the  Commissioner,  deviate  by  less  than 
$50  from  the  figures  produced  for  such 
sample  cases  by  the  following  calcula¬ 
tions: 

(a)  From  the  sum  of  the  adjusted  gross 
Income  and  non-taxable  income  of  the 
parents,  there  will  be  deducted  the 
amount  of  Federal  income  taxes  and  So¬ 
cial  Security  taxes,  an  allowance  of  8 
percent  of  total  income  for  state  and 
local  taxes,  and  an  amount  required  to 
maintain  the  famUy  (exclusive  of  the 
student’s  maintenance  during  the  aca¬ 
demic  year)  at  the  Bureau  of  Labor 
Statistics  consumption  cost  estimates  at 
a  low  standard  of  living; 

(b)  To  the  remainder  obtained  in  sub- 
paragraph  (a)  will  be  added  12  percent 
of  the  net  market  or  cash  value  of  the 
parents’  assets  remaining  aft«r  deduc¬ 
tion  of  related  debt  and  a  stsmdard  asset 
reserve  of  $10,000;  and 
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(c)  The  following  rate  schedule  of  ex¬ 
pected  contributions  will  then  be  aiH>lied 
to  the  sum  obtained  in  6UlH>aragraph 
(b); 


If  the  sum  Is — 

-  The  expected  contributiMi  la— 

At  least—  But  lees 
than— 


$0 .  $4,000  22  pet  of  Uie  amount  over  $0. 

$4,000 _  6,000  $880+ 2S  pet  of  the  amount  ovw 

$4,000. 

$5,000 _  e,  000  $1,180+29  pot  of  ttM  amount  over 

$5,000. 

$6,000..;.  7,000  $1,420+84 pet the  amount  over 

$6,000, 

$7,000....  8,000  $1,760+40 pet  of  the  amount  over 

$7,000. 

$8,000 _ $2,160+47  pet  Of  the  amount  over 

$8,000. 


(ili)  In  developing  the  sample  cases 
for  the  purposes  of  this  paragraph,  the 
Commissioner  shall  select  only  cases  tax 
which  the  age  of  the  main  wage  earner  is 
45  years  and  in  which  the  elements  set 
forth  in  paragraph  (b)(2)(ii)  of  this 
paragraph  are  generally  present.  Ac¬ 
cordingly.  cases  win  not  be  selected 
which  taivolve  medical  and  dental  ex¬ 
penses,  casualty  and  theft  losses,  house¬ 
keeping  allowances,  farm  or  business 
assets,  more  than  one  family  member 
attending  post-secondary  institutions. 
Social  Security  or  Veteran’s  benefits  or 
any  unusual  family  circumstance. 

(iv)  In  comparing  the  output  of  ja  sys¬ 
tem  submitted  for  approval  under  these 
regulations  with  the  figures  for  the 
standard  sample  cases,  an  expected  pa¬ 
rental  contribution  of  less  than  zero  shall 
be  treated  as  zero. 

(V)  The  figures  for  the  set  of  sample 
csises  used  for  pvtrposes  of  this  paragraph 
shall  be  revised  annually  for  infiation  by 
adjusting  the  deductions  for  family 
maintenance,  the  $10,000  standard  de¬ 
duction  from  assets  and  the  rates  of  con¬ 
tribution  from  income  and  assets  as  nec¬ 
essary  in  such  a  maimer  that  the  revised 
standard  expected  contributions,  ex¬ 
pressed  in  constemt  dollars,  remain  con¬ 
stant  for  families  with  equal  income  and 
sisset  positions  measur^  in  constant 
dollars.  ' 

(c)  Independent  ttudenU.  (1)  Hie 
Commissioner  has  approved  the  follow¬ 
ing  sirstems  for  the  purpose  of  S  144.12, 
with  respect  to  independent  students: 

(i)  'The  method  of  calculating  an  ex¬ 
pected  family  contribution  used  in  the 
Basic  Educational  Opportunity  Grants 
Program  (45  CPR  Part  190);  and 

(ii)  The  system  of  need  analysis  pub¬ 
lished  by  the  American  College  Terting 
Program;  and 

(lii)  The  system  of  need  analysis  pub¬ 
lished  by  the  College  Scdiolarship  Serv¬ 
ice;  and 

(Iv)  The  system  of  need  analysis  pub¬ 
lished  by  the  Graduate  and  Professional 
Student  Financial  Aid  Service. 

<2)  The  Commissioner  will  approve 
any  other  need  analysis  system  for  the 
purpose  of  §  144.12,  for  use  with  respect 
to  independent  students,  vdilch  is  sub¬ 
mitted  in  accordance  with  the  procedures 
set  forth  in  paragraph  (d)  of  this  section 
and  which  meets  the  f<dlowing  criteria: 

(1)  Ihe  ssrstem  must  produce,  as  its 
stsmdard  output,  expect^  family  con¬ 


tribution  figures  for  independent  stu¬ 
dents  which;  (o)  incresee  in  reasonably 
smooth  increments  tus  the  family  finan¬ 
cial  strength,  measured  in  real  terms, 
increases;  and  (b)  are  equal  for  famiUeB 
of  equal  measured  financial  strength; 
and 

(ii)  The  system  must  produce  expected 
family  contribution  figures  which  are 
comparable  to  those  produced  by  one  of 
the  systems  specified  in  subparagraph 

(1)  of  this  paragraph. 

<d)  Application  procedures  for  system 
approval.  Any  person  or  institution  seek- 
i^  to  have  a  need  analysis  system  ap¬ 
proved  by  the  Commissioner  pursuant  to 
subparagraph  (b)  (2)  of  this  section  shall 
submit  such  system  to  the  Commissioner 
prior  to  June  30  of  each  year.  Such  sub¬ 
mission  shall  consist  of  sufficient  infor¬ 
mation  to  enable  the  Commissioner  to 
determine  that  the  system  meets  the 
critMla  set  forth  m  that  subparagraph, 
including  the  expected  family  contrlbu- 
ti(m  figures  produced  by  the  system  for 
the  sample  cases  developed  and  mcule 
available  by  the  Commissioner.  Any  per¬ 
son  or  institution  seeking  to  have  a  need 
analysis  system  approved  by  the  Com¬ 
missioner  pursuant  to  subpsuagraph  (c) 

(2)  of  this  section  shall,  prior  to  June  30 
of  any  year,  submit  to  the  Commissioner 
sufficient  Information  to  enable  him  to 
determine  that  the  system  meets  the 
criteria  set  forth  in  that  sulmaragraph. 
On  or  before  September  1  each  year, 
the  Commissioner  will  publish  in  the 
Fedbkal  Rsgistsr  a  list  of  all  need  aiml- 
ysis  systems  or  methods  of  calculation 
which  have  been  approved  for  use  in  the 
succeeding  academic  year. 

(e)  Duration  of  approval.  Need  analy¬ 
sis  systems  approved  pursuant  to  sub- 
paragraphs  (b)(1)  and  (c)(1)  of  this 
section  cue  approved  without  a  specific 
expiration  date.  A  need  analysis  system 
approved  pursuant  to  subparcMirsiph  (b) 
(2)  of  this  section,  and  included  on  the 
list  published  by  the  Commissioner  on  or 
before  Septeml^r  1  of  one  year,  may  be 
used  by  an  institution  (i)  in  preparing 
its  application  for  fimds  under  this  part 
which  is  to  be  submitted  on  or  before  the 
published  closing  date  next  following 
that  September  1 ;  and  (11)  in  determin¬ 
ing  the  eligibility  of  students  for  locms 
under  this  part,  and  in  calculating  the 
amount  of  such  loans,  to  be  used  by  the 
students  during  any  academic  yecur  com¬ 
mencing  not  earlier  than  10  months  and 
not  later  than  22  months  following  that 
September  1.  A  need  anal3rsis  system  ap¬ 
proved  pursuant  to  subparagraph  (c)  (2) 
of  ttds  section  shall  be  approved  for  an 
indefinite  period  of  time,  but  the  Com¬ 
missioner  may  request  periodic  confir¬ 
mation  that  the  ss^tem  remains  in  com¬ 
pliance  with  the  criteria  set  fortii  in  that 
subparagraph. 

(f)  Adjustments.  The  institution  may, 
in  an  individual  case,  furtiier  adjust  the 
expected  family  contribution  calculated 
according  to  one  of  the  need  anaiysls  sys¬ 
tems  approved  pursuant  to  this  section 
if  the  student  financial  aid  officer  of  the 
institution  has  reason  to  beUeve  tiiat 
such  expected  family  contribution  does 
not  realistically  reflect  the  thilily  of  the 
student  and  his  parents  to  contribute 


towards  the  student’s  cost  of  education. 
Such  adjustments  shall  be  documented 
in  writing,  with  an  accompanying  expla- 
natkm.  and  made  a  part  of  the  institu¬ 
tion’s  records  with  respect  to  this  part. 

(90  U.S.C.  lOeVdd) 

§  144.14  (Coordination  of  student  finan¬ 
cial  aid  programs  and  over-award. 

(a)  Coordinating  official.  The  institu¬ 
tion  shall  appoint  an  official  who  shall 
have  the  responsibility  of  coordinating 
the  program  covered  by  this  part  with 
the  Institution’s  other  Federal  and  non- 
Federal  progiams  of  student  financial 
aid. 

(b)  Total  award.  The  institution  shall 
not  award  assistance  under  this  part  to 
a  student  in  sm  amount  which,  when 
combined  with  all  of  the  resources  made 
available  to  the  student  from  Federal 
and  non-Federal  sources,  would  exceed 
the  difference  between  the  student’s  cost 
of  education  and  his  expected  fami^ 
contribution,  as  determined  in  aoecxrd- 
ance  with  one  of  the  need  analysis  sys¬ 
tems  or  methods  of  calculations  ap- 
ixroved  by  the  Commissioner  pinwuant  to 
§  144.13  (c);  provided,  however,  that  m 
no  event  may  the  total  amount  of  aid  ' 
received  from  all  Federal  tmd  non- 
Federal  sources  exceed  the  student’s  cost 
of  education. 

(c)  Resources.  Yox  purposes  of  para¬ 
graph  (b)  of  this  section,  the  term  “re¬ 
sources  made  available  to  the  student 
from  Federal  and  non-Fedeial  aourees’’ 
includes  any  waiver  of  tuition  and  fees, 
any  scholsurship  or  grant-in-aid  including 
athletic  scholarships,  smy  fellowships  or 
assistantshlp,  any  loem  made  under  t^ 
Guaranteed  Btudaxt  Lean  Ehugram 
(Title  IV-B  of  the  Higher  Education  Act) 
except  in  cases  in  which  paragraph  (d) 
of  this  section  applies,  any  long-term 
loan  made  by  the  institution  other  than 
under  the  Guaranteed  Student  Loan 
Program,  and  any  expected  net  earnings 
from  employment  during  podods  for 
which  the  st^ent  receives  assistance  un¬ 
der  this  part.  For  purposes  of  this  sec- 
tiem.  “net  earnings  ’  means  gross  esum- 
Ings  minus  required  withholdings  and 
any  costs  inciciental  to  obtaining  such 
earnings. 

(d)  Treatment  of  Guaranteed  Loans. 

(1)  Except  as  provided  in  paragrsqxh  (d) 

(2)  of  this  section,  loans  made  under  the 
Guaranteed  Student  Loan  Program  sbsdl 
not  be  owasidered  to  be  a  student  re¬ 
source  and  may  be  used  to  satisfy  the 
expected  family  contrihution  of  the  bor¬ 
rower  calculated  in  aocordance  with 
S  144.13.  If  the  amount  of  such  a  loan 
exceeds  the  borrower’s  expected  family 
contribution,  only  such  excess  shall  be 
considered  a  student  resource. 

.  (2)  Loans  for  which  interest  benefits 
are  pa3r$d)le  under  section  428  of  Title 
IV-B  of  the  Higher  Education  Act  (20 
n.8.C.  1078)  shall  be  considered  a  stu¬ 
dent  resource  and  may  not  be  used  to 
satisfy  a  student’s  expected  family  con¬ 
tribution  in  cases  in  which  the  borrower 
has  an  adjusted  family  income  of  more 
than  $15,(>00.  as  determined  in  accord¬ 
ance  with  applicable  Guaranteed  Stu- 
dent  Loan  Prosram  Regulations  (45  CTR 
Part  177),  or  in  cases  in  which  the 
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amount  of  the  loan  would  cause  the  total 
amount  of  the  borrower’s  loan  Insured  shown  e^ 
by  the  Commissioner,  or  by  a  State  or  least  a  hi 
nonprofit  private  institution  having  seQuent  i 
agreement  with  the  Commissioner  un-  inn  rttsn 
der  section  428(b)  of  the  Higher  Educa-  ' 
tion  Act  (20  UJ3.C.  1078(b)),  to  exceed  §  144.17 
$2,000  for  the  academic  year. 

(e)  Institutional  responsibility.  The 
institution’s  responsibility  imder  para¬ 
graph  (b)  of  this  section  shall  extend 
only  to  those  resources  which  the  insti¬ 
tution  its^  makes  available  to  the  stu¬ 
dent,  or  about  which  it  knows  or 
reascm  to  know  or  can  reasonably  antici¬ 
pate  at  the  time  that  the  assistance  un¬ 
der  this  part  is  disbiused  to  the  student. 

The  amount  of  net  earnings  from  any 
employment  provided  by  the  instltutimi 
for  any  academic  period  during  which 
the  student  is  receiving  assistance  under 
this  part  shall  be  deemed  to  have  been 

known  by  the  institution  at  the  time  of  «  ,i  - - - - 

the  disbursement  of  such  assistance.  Work-Study  and  the  Supple-  - - 

However,  an  Institution  will  not  be  Educational  Opportunity  Grant  original  records  in  meeting  the 

deemed  to  have  violated  the  requirements  sliaU  not  exceed  $125,000  for  ments  of  this  secUon. 

of  this  section  if  the  sum  of  all  the  re-  Audit  questions.  The  records  In- 

souTces  made  available  to  the  student,  (20  u.s.c.  424,  I087cc.  lossb)  volv^  in  any  claim  or  expenditure  which 

including  assistance  under  this  part,  ex-  s  14.1 1  si  j  j  n^  bron  questicmed  by  Federal  audit 

ceeded  that  student’s  need  by  not  more  ^  procedures  and  records,  be  further  retained  until  resolution 

than  $100.  (a)  Fisccd  procedures.  The  institution  audit  questUms;  provided 

(20  UA.c.  I087dd)  shall  administer  the  National  Direct  records  need  not  be  re- 

, ,  Student  Loan  Program  in  such  a  manner  tamed  if  they  relate  to  a  payment  with 

S  144.15  Disbursement  of  loans.  ,as  to  provide  for  an  adequate  system  of  *^P®ct  to  which  cwstions  by  ttie  United 

(a)  A  loan  from  a  Fund  «>uiii  be  made  ^temal  controls.  The  various  adminls-  ^  recover  for  diversion  of  Fed- 

to  a  student  borrower,  m  such  Install-  ^^tive  procedures  shall  be  divided  so  as  barred  by  the  statute  of 

ments  as  are  deem^  appropriate  so  as  ^  Provide  for  a  system  of  checks  and  *™J^tlon  in  28  U.S.C.  2415(b). 

to  enable  the  borrower  to  apply  such  balances  imder  which  no  person  will  be  Audit  and  examination.  The  Sec- 

payments  to  the  costs  reasonably  neces-  responsible  for  all  aspects  of  the  pro-  Comptroller  General  of 

sary  for  his  attendance  at  the  Instltu-  fi^ram.  The  functions  of  authorizing  pay-  United  States,  or  any  of  their  duly 

tion  durmg  the  academic  period  for  o-od  disbursing  funds  .shall  be  ®P‘*orlzed  representatives,  shi^  have 

which  the  loan  was  approved;  except  divided  m  such  a  fashion  that  no  office  ®^06ss,  for  the  purpose  of  audit  and  ex- 
that  no  borrower  may  receive,  during  a  responsibility  for  both  functions  with  ®™natlon,  to  the  records  specified  in 
given  academic  period,  a  loan  m  an  respect  to  any  particular  student  aided  subparagraphs  (1)  and  (3)  of  this  para- 
amount  m  excess  of  the  amount  of  his  ^der  the  program.  ^aph  and  to  any  other  pertinent  books 

need  for  such  a  loan  during  that  period,  Records  and  reporting.  (1)  Each  documents,  papers,  and  records  of  the 

determined  pursuant  to  §  144.14.  institution  shall  establish  and  rnamtam  *'®®went. 

(b)  Loan  payments  from  a  Fund  shall  ?  current  basis  such  general  ledger  ^  institution  need  not  mamtaln 

be  evidenced  in  the  institution’s  records  accounts  and  related  subsidiary  records  for  National  Defense 

by  cancelled  checks  or  vouchers  or,  if  the  “  are  necessary  to  identify  all  ^  “  opposed  to  National 

Institutiim  elects  any  other  method  of  rran^tions  mvolving  Federal  funds  ^ee**  Student  loans  exc^t  with  respect 
disbursement,  a  clear  audit  trail  mclud-  available  under  this  part  and  to  separate  loan  c^cellation. 

ing  an  acknowledgement  of  receipt  from  r^ords  of  such  transactions  fn»n  all  .  .^®' ,  — non-FcdcroZ.  All  of  an  m- 

each  borrower  mdlcatlng  the  method  by  ®^®r  institutional  assets  and  activities.  ®“tution  s  transactions  mvolvffig  the  as- 
whlch  payments  to  him  were  made  records  shall  afford  ready  identifi-  f®*?,*  Fund  shall  be  audited  by  the 

(c)  Loan  payments  from  a  Fund  shaU  ‘f  student’s  account  and  the  institution’s  dlrec- 

not  be  made  unless  the  borrower  has  the^f,  and  shall  be  adequate  to  *  minimum,  the 

filed  with  tile  institution  the  affidavit  *^®  ®ii8*iiity  of  every  stu-  ffii^clal  transactions 

required  pursuant  to  §  144.9(e)  of  this  under  the  program,  shall  in-  whethw  such  transac- 

part  and  the  Institution  has  comblied  ^cate  the  amount  of  need  determined  J^ns  are  in  compliance  with  applicable 
#ith  the  Truth  in  Lending  stiMent  imd  the  way  that  need 

of  Regulation  Z  (12  CFR  226)  “^®^’  shall  Identify  the  in-  scheduled  vdth  reasonable  frequency, 

f2o  nsn  AstA  \  '  fi'ii'nrional  officer  who  made  the  de-  annually,  but  not  less  frequently 

(20  u  s  e.  424,  1087CC)  termination  of  such  need.  o“ce  every  two  years,  coiSderlng 

§  144.16  Special  sessions.  ^  institution  shall  submit  an  an-  “1®  ®i“  th®  complexity  of  the  activ- 

/  X  .  i  j  ..  nual  Institutional  Flscal-Ooerationa  Re-  ii^  Fund. 

institu-  poit  and  such  Other  reports  and  informa-  Copies  of  such  audit  reports  shad 

tion  of  ^her  education  in  one  or  more  tion  in  such  form  and  at  such  tlm^L  i>e  mad®  available  to  thrco^MteSr 

Period  tff  special  enroll-  the  Commissioner  may  require  in  con-  '^®  Commissioner  shall  also  be  given  ac- 

wm  L  SSbte  for  nection  With  the  administration  of  this  c®ss  to  records  or  other  docuSSte^ 

dent  I^^lf  ^hl  m  S'*"  c®“Ply  wlthsuch  require-  ^  necessary  to  review  the  resulte 

AUAiWH??**  Ji  «  (i)  meete  the  other  ments  as  the  Commissioner  may  find  oi  such  audits. 

(U) ^ii^^i5S2dSS*lea2  a^if  the  correctness  of  ,  (h)  Promissory  notes  and  student 

j  **  least  a  half-time  such  reports.  loan  ledgers  shall  be  malntalnMi  in 

SS!  0/ records,  (i)  Records.  in  a  locked  fireproof  contaSe? 

Saat^eJSV  Each  institution  shall  keep  Intact  and  ac-  0*dy  authorized  personnel  shaU  have  ac- 

^  ^  relating  to  the  receipt  cess  to  these  documents. 

institution  during  the  regular  term  im-  and  expenditure  of  Federal  fundTln-  (20u.s.c.424  loevcc) 


lated  original  and  supporting  documents 
that  substantiate  costs  charged  to  the 
Fund. 

(2)  5  year  period.  Except  as  provided 
in  subparagraps  (3)  and  (5)  of  this 
A  ,  «  X-  « .  paragraph,  the  records  specified  In  sub- 

An  institution  shall  be  entitled  for  each  Paragraph  ( 1)  of  thi«  paragraph  |)e 
fiscal  year  during  which  It  makes  loans  retained  for  five  years  after  the  close  of 
from  its  Fund  to  a  payment  In  lieu  of  toie  fiscal  year  to  which  they  pertain  or 
reimbursonent  for  its  expenses  In  ad-  th®  date  of  submission  of  a  report  re¬ 
ministering  its  National  Direct  Student  Quired  by  the  Commissioner  under  this 
Loan  Program  during  such  year.  Such  Part  for  such  fiscal  year,  whichever 
paym«at  shall  be  payable  frwn  the  In-  occurs  later, 
stitution’s  Fund  and  shall  be  In  an  <3)  Loan  records.  An  Institution 
amount  equal  to  three  perc«it  of  the  >'®toln  all  records  pertaining  to  each  loan 
principal  amount  of  loans  made  from  uiade  under  this  part  for  not  thari 
such  Fund  during  the  fiscal  year,  except  ®'^®  years  from  the  date  on  which  the 
that  the  aggregate  amount  paid  to  an  in-  entire  amount  of  the  loan  has  been  re¬ 
stitution  imdef  this  paragrsq>h  plus  the  Paid,  cancelled,  or  assigned  in  accord- 
amount  paid  to  such  Institution  in  lieu  ance  with  this  part, 
of  expenses  for  administration  under  the  ^4)  Microfilm  copies.  Recipients  mav 
College  Work-Study  and  the  Supple-  substitute  microfilm  copies  In  Ileiirf 

require- 
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§.  144sl9  Federal  interest  in  allocated 
funds. 

Funds  received  an  Institution  pur¬ 
suant  to  this  part,  excluding  funds  au¬ 
thorized  for  administrative  expenses,  are 
to  be  held  in  trust  for  the  Intended  stu¬ 
dent  beneficiary.  Such  funds  may  be  used 
only  for  the  purposes  for  wWch  they  were 
allocated  and  may  not  be  idedged  or 
hypothTOfcted  for  any  other  purpose, 

(20  U.S.C.  1087aa-ff) 

§  144.20  Termination  and  enspeneion. 

(a)  If  the  Commissioner  finds  that 
any  of  the  assurances  or  representations 
made  by  an  Institution  in  connection 
with  the  administration  and  operation  of 
the  National  Direct  Student  Loan  Pro¬ 
gram  is  incomplete  or  inaccurate  in  any 
material  resp>ect,  or  that  there  has  been 
a  failure  to  comply  with  any  of  the  pro¬ 
visions  of  this  part,  or  that  there  has 
been  a  failure  to  carry  out  any  of  the 
provisions  agreed  to  by  the  institution 
pursuant  to  §  144.8,  he  may,  after  giving 
the  institution  notice  and  an  opportunity 
for  a  hearing,  terminate  the  agreement 
entered  into  pursuant  to  S  144.8  or  take 
such  other  actions  as  may  be  necessary 
and  appropriate  to  protect  the  interest  of 
the  United  States.  The  termination  of 
the  institution  from  the  program  shall 
not  affect  the  obligations  previously  in¬ 
curred  by  either  party  under  that  agree¬ 
ment  or  this  part. 

(b)  Notice  0/ tcTTnination.  Proceedings 
with  respect  to  the  termination  of  the 
program  Rha.n  be  initiated  by  the  mailing 
of  a  notice  to  the  institution  setting  forth 
the  basis  of  the  proposed  termination 
and  the  procedures  available  to  the  recip¬ 
ient  under  this  section. 

(c)  Suspension  of  assistance.  Subject 
to  paragraph  (e)  of  this  section,  assist¬ 
ance  may  be  suspended  while  a  termina¬ 
tion  proceeding  initiated  pursuant  to  this 
section  is  pending. 

(d)  Notice  of  suspension.  If  the  Com¬ 
missioner  determines  that  it  is  necesasry 
to  suspend  assistance  while  a  termina¬ 
tion  proceeding  is  pending,  notice  of  the 
suspension  shall  be  mailed  to  the  recip¬ 
ient  (which  may  be  included  in  the  no¬ 
tice  of  termination) .  The  notice  of  sus- 
poision  aball:  (1)  inform  the  recipient  of 
that  determination;  (2)  advise  the  recip¬ 
ient  of  the  effective  date  of  the  suspen¬ 
sion;  and  <3)  offer  the  recipient  an  op¬ 
portunity  to  show  cause  why  such  ac¬ 
tion  should  not  be  taken. 

(e)  Opportunity  to  show  catLse.  If  the 
recipient  requests  an  opportunity  to  show 
cause  why  a  suspension  of  assistance 
should  not  be  continued  or  imposed,  the 
Commissioner  will,  within  7  days  after 
receiving  such  request,  hold  an  informal 
meeting  for  that  purpose. 

(30  U.S.C.  1087aa-ff) 

Subpart  B — ^Terms  of  Loans 

§  144  21  Lmiitations  governing  aggre¬ 
gate  anronnt  of  loans. 

The  aggregate  of  the  loans  for  all  years 
made  by  institutions  of  higher  educa¬ 
tion  from  loan  Funds  established  pursu¬ 
ant  to  agreements  imder  this  part  may 
not  exceed: 


<1)  $10,000  In  the  case  of  any  graduate 
or  professkmal  student,  litcluding  emy 
loans  from  sudi  Funds  made  to  aaich 
person  before  he  became  a  graduate  or 
professional  student; 

(2)  $5,000  in  the  case  of  a  student  who 
has  successfully  completed  two  academic 
yeurs  of  a  program  of  education  leading 
to  a  bachelor’s  degree,  but  who  has  not 
oomideted  the  work  necessary  for  such 
a  degree,  and  including  any  loans  from 
each  Ainds  made  to  that  perscm  before 
he  became  such  a  student;  and 

(3)  $2,500  in  the  case  of  any  student 
who  has  not  completed  two  academic 
years  of  a  mogram  of  education  leading 
to  a  bachelor^  degree. 

(8017.8.0. 1087dd) 

§  144.22  JUrarding  and  repayment  of 

(a^  Evidence  of  indebtedness.  A  loan 
shsA  be  evidenced  by  a  promissory  note 
executed  by  the  student  borrower.  The 
Commissioner^  will  make  available  a 
promissory  note  form  acceptable  for  this 
purpose.  Except  lor  optional  provisions 
permitted  under  this  section,  any  sub¬ 
stantive  deviation  from  the  provisions  of 
the  current  promissory  note  form  made 
available'  by  the  Commissioner  must  be 
approved  by  the  Commisslcmer  prior  to 
the  making  «(  any  lornis  to  be  evidenced 
ttiereby.  A  copy  of  the  executed  note 
shall  be  suppUed  to  the  borrower. 

(b)  Rate  of  interest.  The  note  evi¬ 
dencing  a  loan  shall  provide  that  the 
loan  shall  bear  interest  on  the  unpcdd 
balance  at  the  rate  of  three  percent  per 
annum,  except  that  no  Interest  shall 
accrue  prior  to  the  date  of  commence¬ 
ment  of  repayment  as  specified  in  para¬ 
graph  <c)  of  this  section  or  during  any 
period  in  which  deferment  of  repa3nnent 
is  suspended  in  accordance  with  sub- 
pmragraph  (f)  (1)  of  this  section. 

(c)  Repofument.  Except  as  provided  in 
paragraphs  <e)  and  (f)  of  this  section, 
the  note  evidencing  a  loan  shall  provide 
for  repayment  of  the  principal  amount, 
together  with  interest  thereon,  in  equal 
installments  (or,  if  the  borrower  so  re¬ 
quests,  in  graduated  periodic  install¬ 
ments  determined  in  accordance  with 
such  schedules  as  may  be  approved  by 
the  Commissioner)  payable  quarterly, 
bimonthly,  or  monthly,  at  the  option  of 
the  Institution,  over  a  period  beginning 
nine  months  after  the  date  on  which  the 
borrower  ceases  to  carry,  at  an  institu¬ 
tion  of  higher  education  or  at  a  com¬ 
parable  institution  outside  the  United 
States  approved  for  this  purpose  by  the 
Commissioner,  at  least  one-half  the  nor¬ 
mal  full-time  academic  work  load,  and 
ending  10  years  and  nine  months  after 
such  date.  Selection  of  a  repayment  plan 
shall  be  made  prior  to  the  date  on  which 
the  student  ceases  to  be  enrolled  on  at 
least  a  half-time  basis  at  the  lending 
institution.  A  copy  of  the  repayment 
plan,  when  established,  must  be  attached 
to  the  promissory  note  and  a  copy  diall 
also  be  supplied  to  the  student  borrower. 

(d)  Accelerated  repayment.  The  note 
evidencing  a  loan  shall  provide  that  a 
borrower  may,  at  his  option  and  without 
penalty,  Ew;celerate  repayment  of  the 


whole  or  any  part  of  the  loan  at  any 
time. 

(e)  Minimum  rate  of  repa/yment.  (1) 
Loans  under  this  part  made  before  July 
1.  1972.  If  monthly  repayment  amounts 
<Jt  principal  and  interest  which  would 
otherwise  be  required  pursuant  to  para¬ 
graph  (c)  of  this  section,  on  a  loan  made 
under  this  part  prior  to  July  1,  1972,  are 
less  than  $15  a  month,  the  institution 
may  at  its  option  and  if  it  has  so  pro¬ 
vided  in  the  note  evidencing  the  loan, 
require  a  student  borrower  who  has  re- 
e^ved  no  other  loan  under  this  part  to 
make  such  pa3nnent6  of  principal  and 
interest  at  a  monthly  rate  of  not  more 
than  $15,  or.  where  the  student  has  re¬ 
ceived  other  such  loans  from  that  insti¬ 
tution,  not  more  than  Ihe  differraace 
between  $15  and  the  monthly  rate  of 
Inpayment  of  principal  and  interest  on 
su(^  other  locms.  If  a  borrower  has  ob¬ 
tained  loans  prior  to  July  1,  1972  from 
more  than  one  institution,  such  $15  mini- 
mxun  pasunent  shall  be  divided  among 
such  institutions  in  proportion  to  the 
total  amount  of  principal  advanced  by 
each  of  such  Institutions. 

(2)  Loans  under  this  part  made  after 
June  30,  1972.  If  monthly  repayment 
amoimts  of  principal  and  interest  which 
would  otherwise  be  required  pmrsuant  to 
paragraph  (c)  of  this  secti(m  on  a  loan 
made  xmder  this  part  after  J\me  30, 1972, 
are  less  than  $30  a  month,  an  institution 
may  at  Its  option  and  if  it  Imms  bo  pro¬ 
vided  in  the  note  evidencing  the  loan,  re¬ 
quire  a  student  borrower  who  has  re¬ 
ceived  no  other  loan  under  this  part  to 
make  such  payments  of  principal  and 
interest  at  a  monthly  rate  of  not  more 
than  $30,  or.  where  the  student  has  re¬ 
ceived  other  such  loans  from  that  insti¬ 
tution,  not  more  than  the  difference 
between  $80  and  the  monthly  rate  of  re¬ 
payment  of  principal  and  interest  on 
other  such  loans.  If  a  borrower  has  ob¬ 
tained  loans  after  June  80,  1972  from 
more  than  one  institution  such  $30  mini¬ 
mum  payment  shall  be  divided  among 
such  in^tiitions  in  proportion  to  the 
total  amount  of  principal  advanced  by 
each  of  such  histituticms. 

(3)  Loans  made  prior  to  July  1.  1972 
and  after  June  30, 1972.  U  (1)  a  bonower 
has  received  loans  under  this  part  both 
prior  to  July  1,  1972  and  subs^uent  to 
June  30,  1072,  and  (ii)'  the  monthly  re- 
paymoit  amounts  of  priitcipal  and  inter¬ 
est  on  each  of  such  loans  which  would 
otherwise  be  required  pmauant  to  para¬ 
graph  (c)  of  this  section  are  less  than 
$15  and  $30,  respectively,  and  (iii)  the 
notes  evidencing  the  loans  permit  the 
institution  to  require  a  $15  and  $30  mini¬ 
mum  monthly  repayment  and  the  insti¬ 
tution  exercises  each  of  those  provisions, 
the  maximum  monthly  amount  of  prin¬ 
cipal  and  interest  that  the  borrower  may 
be  required  to  repay  is  $30.  with  $15  of 
such  r^aymeat  beii^  credited  against 
the  loans  made  prior  to  July  1, 1972.  Fur- 
thermcMre,  if  under  the  circmnstances  de¬ 
scribed  above,  the  borrower’s  loans  made 
after  June  30, 1972  are  repaid  the  maxi¬ 
mum  month^  repayment  of  principal 
and  interest  would  drm)  to  $15. 

(4)  Exception  to  minimum  rate  of  re¬ 
payment.  Notwithstanding  subpara- 
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graph  (3)  of  this  paragraidi.  11  a  bor¬ 
rower  has  received  loans  imder  this  part 
both  prior  to  July  1. 1972  and  subsequent 
to  June  30,  1972,  and  the  sum  of  the 
monthly  repayment  amounts  of  principal 
and  interest  on  each  of  such  loaxis  whldi 
would  otherwise  be  required  pursuant  to 
paragraph  (c)  of  this  section  is  at  least 
$30  (of  the  equivalent  amount  for  loans 
repaid  on  a  bi-monthly  or  quarterly 
basis),  the  institution  may  not  exercise 
the  option  provided  to  it  in  the  promis¬ 
sory  note  piursuant  to  sulH>aragraphs  (e) 

(1)  and  (e)  (2)  of  this  section  to  increase 
the  monthly  repayment  sunount  even 
though  the  amoimt  to  be  paid  on  loans 
made  prior  to  July  1,  1972  is  less  than 
the  equivalent  of  $15  per  month  or  the 
amount  to  be  paid  on  loans  made  subse¬ 
quent  to  June  30,  1972  is  less  than  the 
equivalent  of  $30  per  mmiUi. 

(f)  (1)  Deferment  of  repayment.  The 
note  evidencing  a  loan  shall  innvlde  that 
Insta^ents  of  princUial  need  not  be 
paid  and  interest  shall  not  accrue  on  the 
loan  during  any  period  (i)  in  which  the 
borrower  is  carrying  at  an  institution  of 
hiiher  education  or  at  a  comparable  in¬ 
stitution  outside  the  United  States  ap¬ 
proved  for  this  purpose  by  the  Commis- 
sirmer,  at  least  one-half  the  normal  full¬ 
time  academic  work  load  as  determined 
by  the  institution;  (il)  not  in  excess  of 
three' years  during  which  the  borrower 
is  a  membo:  of  the  Armed  Forces  Of  the 
United  States;  (iii)  not  in  excess  of  three 
years  during  which  the  borrower  is  in 
service  as  a  volunteer  under  the  Peace 
Corps  Act;  or  (iv)  not  in  excess  of  three 
years  during  which  the  borrower  is  a 
VISTA  volunteer  imder  Title  I — ^Part  A 
of  the  Dcunestic  Service  Act  of  1973,  PJL. 
9^113,  (formerly  Title  Vm  of  the  Eco¬ 
nomic  Opportunity  Act  of  1964).  Any 
such  periods  shall  not  be  included  in  de¬ 
termining  the  10  year  repayment  period 
specified  in  paragraph  (c  )  of  this  section. 

(2)  Extraordinary  circiunstances.  In 
the  event  that  a  student  who  has  bor¬ 
rowed  from  a  Fund  is  unable,  due  to  ex¬ 
traordinary  circumstances  such  as  pro¬ 
longed  illness  or  imemployment,  to  com¬ 
plete  repayment  In  accordance  with  the 
repayment  plan  reflecting  his  loan,  he 
may  make  application  to  the  institution 
to  whose  Fund  he  is  indebted  for  revision 
of  his  schedule  of  repayment.  Such  in¬ 
stitution  may  then  revise  the  borrower’s 
repa3rment  plan  except  that  where  the 
action  taken  by  the  institution  would  in¬ 
volve  an  extension  of  the  repayment  pe¬ 
riod  provided  for  in  paragraph  (c)  of 
this  section,  such  action  must  first  be 
approved  by  the  Commissioner.  Interest, 
however,  shall  continue  to  accrue. 

(3)  Less  than  half-time  attendance. 
For  loans  made  prior  to  July  1, 1972,  the 
instituticm  may  provide  that  installments 
need  not  be  paid  during  any  period  or 
periods,  aggregating  not  in  excess  of 
three  years,  during  which  the  borrows 
is  enrolled  and  in  attendance  at  less  than 
a  half-time  student  at  an  institution  of 
higher  education  taking  coui^  which 
are  creditable  toward  a  degree.  The  insti¬ 
tution  may  also  provide  that  any  such 
period  will  not  be  included  in  determin¬ 
ing  the  10-year  period  during  which  the 
repayment  must  be  completed,  but  in¬ 


terest  shall  continue  to  accrue  during  any 
such  period. 

(g)  PenaXty  charges.  An  Institution 
may  provide  in  the  note  evidencing  a 
loan  for  the  assessment  of  a  charge  for 
the  failure  of  the  bcurrower  to  pay  all  or 
any  part  of  an  installment  when  due.  or 
to  file  timely  and  satisfactory  evidence 
of  an  entitlement  to  deferment  benefits 
under  pcuragraph  (f)  of  this  section  or 
cancellation  benefits  under  subpart  D  of 
this  part.  The  amount  of  any  such  charge 
may  not  exceed: 

(1)  In  the  case  of  a  loan  which  is  re¬ 
payable  in  monthly  installments,  $1  for 
the  first  montti  or  part  thereof  by  which 
each  such  installment  or  evidence  is  late 
and  $2  for  each  such  month  or  part 
thereof  thereafter;  or 

(2)  In  the  case  of  a  loan  which  is  re- 
pa3rable  in  bimonthly  or  quarterly  in¬ 
stallments,  $3  for  the  first  bimonthly  or 
quarterly  period  or  part  thereof  by  which 
esudi  su^  installment  or  evidence  is  late 
and  $6  for  each  such  bimonthly  or  quar¬ 
terly  period  or  part  thereof  thereafter. 

The  institution  may  elect  to  add  the 
amount  of  any  such  charge  to  the  prin¬ 
cipal  amoimt  of  the  loan  as  of  the  first 
day  after  the  day  on  which  such  histall- 
ment  or  evidence  was  due,  or  to  make 
the  amount  of  the  charge  payable  to  the 
institution  not  later  than  the  due  date  of 
the  next  installment  after  receipt  by  the 
borrower  of  notice  of  the  assessment  of 
the  charge. 

(h)  Security  and  endorsement.  The 
note  evidencing,  a  loan  shall  provide  that 
the  loan  shall  be  made  without  security 
and  without  endorsement,  except  that 
security  or  endorsement  may  be  required 
if  the  borrower  is  a  minor  and  if  under 
applicable  State  law  a  note  executed  by 
him  would  not  create  a  binding  obliga¬ 
tion. 

(20  TTA.C.  lOSVdd) 

(D  Assignment  of  notes.  The  note  evi¬ 
dencing  a  loan  shall  provide  that  the 
note  may  not  be  assigned  except  to  the 
United  States  (or  to  a  party  specifically 
approved  by  the  Commissioner),  or  to 
another  Instituticm  to  which  the  horrow- 
er  transfers  which  is  participating  in  the 
program,  or  if  not  so  participating,  is 
ellgiMe  to  do  so  and  is  approved  by  the 
Commissioner  for  receipt  of  the  assign¬ 
ment  of  such  notes. 

(20  nA.C.  10e7co-dd) 

(j)  Acceleration.  The  note  evidencing 
a  loan  shall  provide  that  in  the  event 
of  a  failure  by  the  borrower  to  make  a 
scheduled  repayment  of  any  of  the  in¬ 
stallments  due  on  the  note,  the  entire 
unpaid  indebtedness,  including  interest 
due  and  accrued  thereon  and  any  pen¬ 
ally  charges  assessed  pursuant  to  para¬ 
graph  (g)  of  this  section  shall,  at  the 
option  of  the  institution,  become  imme¬ 
diately  due  and  payable. 

(k)  Costs  of  collection.  The  note  evi¬ 
dencing  a  loan  may,  at  the  option  of  the 
Institution,  provide  that  the  borrower 
Shan  be  liaUe  for  aU  attorneys’  fees  and 
other  costs  and  charges  necessary  for  the 
coUection  of  any  repayment  Installment 
not  paid  whm  due. 

(20  U.S.C.  1087<ld) 


Subpart  C — Loan  Collection 
§  144.31  Loaa  collection  procederes. 

Each  institution  at  which  a  Fund  is 
established  shaU  exercise  due  diligence  in 
the  coUectlon  of  the  amounts  due  and 
payable  to  its  Fund.  In  the  exercise  of 
such  responsibility  each  instituticm  must 
consistently  utilize  extensive  and  force¬ 
ful  collection  practices.  In  particular,  an 
institution  shall: 

(a)  Provide  to  each  borrower,  not  later 
than  the  time  when  he  signs  his  promis¬ 
sory  note,  full  disclosure  of  his  ri^ts 
and  obligations  thereunder; 

j(b)  Conduct  an  exit  interview  with 
each  borrower  prior  to  his  leaving  the 
institution  and  provide  the  borrower  at 
that  time  with  a  copy  of  his  repayment 
schedule  specifying  the  total  amount  of 
the  loan  and  the  dates  and  amounts  of 
installments  as  they  become  due; 

(c)  Maintain  a  written  record  of  the 
exit  interview,  including  a  repayment 
schedule  signed  by  the  borrower  iriilch 
shall  be  made  a  peut  of  the  borrower’s 
file; 

(d)  Maintain  contact  with  the  bor¬ 
rower  after  his  leaving  the  institution 
in  order  to  facilitate  billing  and  in  order 
to  keep  him  informed  on  a  timely  basis 
of  all  changes  in  the  program  affecting 
his  rights  and  obligations; 

(e)  Establish  and  maintain  regular 
billing  and  follow-up  procedures  during 
the  period  in  which  any  outstanding  bal¬ 
ance  remains  unpaid,  including: 

(1)  ’The  sending  of: 

(1)  A  letter  of  notice  and  a  stataoient 
of  account  to  each  borrower  no  later 
than  30  days  preceding  the  date  on  which 
the  first  repayment  installment  is  due; 

(ii)  A  statement  of  account  to  each 
borrower  no  fewer  than  10  days  preced¬ 
ing  the  due  date  of  each  payment  subse¬ 
quent  to  the  first  paimsent,  unless  a 
coupon  system  is  established; 

(Ui)  When  any  payment  is  not  re¬ 
ceived  within  15  days  of  the  due  date, 
a  telephoned  or  written  demand  to  the 
borrower  for  payment  followed  by  two 
more  such  demands  spaced  15  days  apart 
if  no  response  to  the  initial  demand  is 
received; 

(2)  ’The  maintenance  of  a  memthly 
list  of  payments  in  arrears  with  respect 
to  loans  not  paid  when  due; 

(3)  Other  routine  procedures  for  ef¬ 
fecting  pronqit  and  regular  repayment 
including  personal  or  telephonic  contact 
where  possible; 

(4)  In  the  case  of  a  borrower  whose 
address  is  no  longer  known,  performance 
of  a  thorough  search  of  all  reasonably 
accessible  Information  which  may  lead 
to  the  borrower’s  current  address,  in¬ 
cluding  records  checks  in  all  appropriate 
institutional  offices,  checks  of  the  tele¬ 
phone  directory  or  information  oper¬ 
ator  in  the  city  or  town  of  the  borrower’s 
last  known  address,  and  the  use  of  the 
Office  of  Education’s  skip-tracing  serv¬ 
ice,  which  will  be  provided  free  of  charge 
to  the  institution; 

(f)  Use  other  collection  services  such 
as  a  commercial  skip-tracing  service 
and/or  other  services  which  provide  ex¬ 
tends  telephonic  contact  with  the  bor¬ 
rower  for  a  loan  on  which  the  borrower 
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is  in  default  and  as  to  which  the  institu¬ 
tion  has  utilized  all  the  procedures 
enumerated  in  paragraph  (e)  of  this 
section;  and 

(g)  Use  a  collection  agent  and/or  re¬ 
sort  to  litigation,  as  may  be  appropriate, 
in  the  case  of  a  loan  on  which  the  bor¬ 
rower  is  in  default  and  as  to  which  the 
institution  has  utilized  all  the  procedures 
enumerated  in  paragraphs  (e)  and  (f) 
of  this  section;  if  a  collection  agency  is 
used,  it  must  be  bonded  in  an  amount 
which  will  fully  protect  the  amoimt  of 
the  notes  turned  over  for  collection. 

(20  U.S.C.  424.  1087OC) 

§  144.32  Bankruptcy  of  borrower. 

An  institution  shall  refrain  from  col¬ 
lection  activity  with  respect  to  a  loan  in 
the  event  the  borrower  is  adjudicated  a 
bankrupt.  However,  no  such  loan  shall 
be  written  off  until  an  official  notice  of 
the  adjudication  has  been  received  by 
the  institution.  Such  notification  must 
be  maintained  in  the  file  of  that  bor¬ 
rower  to  support  the  writeoff  entry.  If  the 
institution  receives  any  payment  frcun  a 
borrower  subsequent  to  his  adjudication 
as  a  bankrupt,  it  shall  deposit  such  pay¬ 
ment  in  its  Fund.  Such  a  payment  shall 
revive  the  borrower’s  obligation  for  re¬ 
payment  of  his  loan. 

(20  us  e.  424.  1087CC) 

§  144.33  Costs  of  collection. 

(a)  Where  a  loan  has  been  referred  to 
a  collection  agent,  pursuant  to  §  144.31 
(e)  (4)  of  this  part,  the  reasonable  and 
necessary  costs  attributable  thereto,  less 
any  portion  of  such  costs  paid  by  the  bor¬ 
rower.  may  be  charged  to  the  Pimd.  For 
audit  purposes,  such  costs  must  be  sup¬ 
ported  by  a  statement  of  the  collection 
agent,  indicating  specific  amoimts  col¬ 
lected  and  charges  retained. 

(b)  No  charges  may  be  made  to  the 
Fund  under  this  section  for  collection 
services  performed  by  an  employee  of  the 
institution. 

(20  u  s  e.  424.  1087OC) 

§  144.34  Utilization  of  fiscal  agent. 

If  a  fiscal  agent  is  utilized  by  an  in¬ 
stitution.  its  functions  must  be  limited 
solely  to  the  performance  of  ministerial 
acts.  The  responsibility  of  the  institution 
to  make  final  determinations  relative  to 
the  making  and  collection  of  loans  can¬ 
not  be  delegated. 

(20  u  s  e.  424.  1087OC) 

Subpart  D — Loan  Cancellation 
§  144.41  Special  definitiems. 

For  purposes  of  this  subpart: 

(a)  "Academic  year  or  its  equivalent” 
means 

(1)  With  respect  to  elementary  and 
secondary  school  tesichers  and  teachers 
of  handicapped  children  in  a  public  or 
nonprofit  elementary  or  secondary  school 
system,  a  school  year  or  two  complete 
and  consecutive  half  years  from  different 
school  years,  excluding  summer  sessions, 
falling  generally  within  a  12  month 
period;  and 

(2)  With  respect  to  teachers  in  in¬ 
stitutions  of  higher  education,  the  equiv¬ 


alent  of  two  semesters,  two  trimesters  or 
three  quarters  generally  falling  within  a 
12  month  period. 

(b)  "Elementary  school”  means  a 
school  which  provides  el^entary  educa¬ 
tion  including  education  b^ow  grade  1, 
as  determined  under  State  law,  or.  If  such 
a  school  is  not  in  any  State,  as  deter¬ 
mined  by  the  Commissioner. 

(c)  “Full-time  teacher”  means  a  per¬ 
son  professionally  employed  on  a  full¬ 
time  basis  in  carrying  out  the  curriculum 
of  (1)  an  elementary  school  or  secondary 
school,  or  (2)  several  elementary  or  sec¬ 
ondary  schools  within  the  same  local 
school  district  or  local  educational  agen¬ 
cy.  or  (3)  public  or  nonprofit  private  ele¬ 
mentary  or  secondary  school  system  with 
regard  to  the  teaching  of  handicapped 
children,  or  (4)  an  institution  of  higher 
education,  or  (5)  a  consortium  of  insti¬ 
tutions  of  higher  education. 

This  term  includes  persons  engaged  in 
classroom  instruction  and  also  Includes 
persons  otherwise  engaged  in  a  profes¬ 
sional  capacity  in  providing  direct  and 
personal  services  to  students,  which  serv¬ 
ices  have  the  objective  of  furthering  the 
educational  development  of  such  stu¬ 
dents  enrolled  in  such  school  (s)  or 
innstitution(s) . 

(d)  “Handicapped  children”  means 
children  who  are  mentally  retarded,  hard 
of  hearing,  deaf,  speech-impaired,  visual¬ 
ly  handicapped,  seriously  emotionally 
disturbed,  or  crippled,  or  are  otherwise 
health-impaired  who  by  reason  thereof 
require  special  education  and  related, 
services. 

(e)  “Local  educational  agency”  means 
a  public  board  of  education  or  other  pub¬ 
lic  autiiority  legally  constituted  within  a 
State  for  either  administrative  control  or 
direction  of.  or  to  perform  a  service  func¬ 
tion  for.  public  elementary  or  secondary  ' 
schools  in  a  city,  county,  township,  school 
district,  or  other  political  subdivision  of 
a  State,  or  such  combination  of  school 
districts  or  countries  as  are  recognized 
in  a  State  as  an  administrative  agency 
for  its  public  elementary  or  secondary 
schools.  Such  term  also  includes  any 
other  public  institution  or  agency  having 
administrative  control  and  direction  of 
a  public  elementary  or  secondary  school. 

(f )  “Secondary  school”  means  a  school 
which  provides  secondary  education  as 
determined  under  State  law.  or  if  such 
school  is  not  in  any  State,  as  determined 
by  the  Commissioner,  except  that  such 
education  does  not  Include  any  education 
provided  beyond  grade  12. 

(g)  “State  educational  agency”  means 
the  State  board  of  education  or  other 
agency  or  officer  primarily  responsible  in 
a  State  for  the  supervision  of  public 
elementary  and  secondary  schools,  or  if 
there  is  no  such  officer  or  agency,  an  offi¬ 
cer  or  agency  designated  by  the  Governor 
or  by  State  law. 

(20  U.S.C.  425. 1087ee,  1141) 

§  144.42  Teacher  cancellation — ^Loans 
made  prior  to  July  1, 1972. 

The  following  provisions  apply  to  loans 
made  prior  to  Ji^  1, 1972: 

(a)  (1)  Except  as  provided  for  in  para¬ 
graphs  (b)  and  (c)  of  this  section,  a  bor¬ 


rower  is  entitled  to  have  up  to  50  percent 
of  any  loan  plus  the  interest  thereon  can¬ 
celled  for  services  as  a  full-time  teacher 
in  (i)  a  public  or  other  nonprofit  elemen¬ 
tary  or  secondary  school  in  a  State,  (11) 
an  institutiem  of  higher  education  or  (iii) 
mi  elementary  or  secondary  school  over¬ 
seas  of  the  Armed  Forces  of  the  United 
States. 

(2)  Loans  under  this  paragraph  will  be 
cancelled  at  the  rate  of  10  percent  of  the 
total  amoimt  of  such  loans  plus  the  in¬ 
terest  thereon  for  each  complete  aca¬ 
demic  year  or  its  equivalent  of  such 
teaching  service. 

(b)  (1)  A  borrower  is  entitled  to  have 
the  entire  amoimt  of  any  loan  plus  the 
interest  thereon  cancelled  for  services  as 
a  full-time  teacher  in  a  public  or  other 
nonprofit  elementary  or  secondary 
school  (1)  which  is  in  the  school  district 
of  a  local  educational  agency  which  is 
eligible  in  that  year  for  assistance  pur¬ 
suant  to  Title  I  of  the  Elementary  and 
Secondary  Education  Act  of  1965,  and 
(11)  which,  for  the  purpose  of  tills  sub- 
paragraph  and  for  that  year,  has  been 
determined  by  the  Commissioner  after 
consultation  with  the  State  educational 
agency  of  the  State  in  which  the  school 
is  located,  to  be  a  scho(fi  in  whidi  there 
is  a  high  concentration  of  students  from 
low-income  families;  however,  that  de¬ 
termination  shall  not  be  made  with  re¬ 
spect  to  more  than  25  percent  of  the 
total  of  the  public  and  other  nonprofit 
elementary  and  secondary  schools  in  any 
State  for  any  one  year  unless  all  of  the 
schools  so  determined  are  schools  in 
which  the  ^irollment  of  children  de¬ 
scribed  in  sectlcm  103(c)  (1)  (A) ,  (B) ,  or 
(C),  (formerly  section  103(a)(2)  (A), 
(B) ,  or  (C) )  of  Title  I  of  the  Elementary 
and  Secondary  Education  Act  of  1965, 
using  a  low-income  factor  of  $3,000  ex¬ 
ceeds  50  percent  of  the  total  enrollment 
of  that  school.  For  purposes  of  this  para¬ 
graph  low  income  families  are  those 
families  whose  adjusted  gross  income  is 
not  more  than  $3,000. 

(2)  Loans  under  this  paragraph  will 
be  cancelled  at  the  rate  of  15  percent  of 
the  total  amount  of  such  loans  plus  the 
interest  thereon  for  each  complete  aca¬ 
demic  year  or  its  equivalent  of  teaching 
service. 

( 3 )  The  Commissioner’s  determination 
in  subparagraph  (1)  of  this  paragraph 
will  be  based  upon  a  ranking  of  such 
schools  submitted  by  the  State  educa¬ 
tional  agency  for  the  State  in  which  the 
schools  are  located.  Such  schools  shall 
be  ranked  on  the  basis  of  objective  stand¬ 
ards  and  methods  approved  by  the  Com¬ 
missioner  which  take  into  account  the 
numbers  and  percentages  of  students 
from  low-income  families  in  attendance 
in  such  schools.  For  each  school  year  the 
Commissioner  will  mi^e  available  to  each 
institution  of  higher  education  partici¬ 
pating  in  the  program  a  list  of  schools 
which  have  been  determined  to  be  those 
with  a  high  concentration  of  students 
from  low-income  families. 

(4)  Cancdllation  as  described  in  this 
paragraph  is  only  available  for  teaching 
service  commencing  with  the  1966-67 
academic  year. 
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(c)  <1)  A  borrower  is  entltted  to  have 
the  entire  amount  of  any^  loan  plus  the 
Interest  Uiereon  cancelled  for  service  as 
a  full-time  teacher  of  handicapped  chil¬ 
dren  in  a  public  or  oth«:  nonprofit  de- 
mentary  or  secondary  school  system. 

.(2)  Loans  imder  this  paragraph  will 
be  cancelled  at  the  rate  of  15  percent  of 
the  total  amoimt  of  shch  loans  plus  the 
interest  thereon  for  each  complete  aca¬ 
demic  year  or  its  equivalent  of  such 
teaching  service. 

(3)  Cancellation  as  described  in  this 
paragraph  is  only  available  for  teaching 
service  commencing  with  the  1967-68 
academic  year. 

[20n3.C.  425 (t>)  (3)) 

§  144.43  Teacher  cancellatkm — ^Loaiu 
made  after  Jane  30,  1972. 

The  following  provisions  apply  to  loans 
maifle  under  this  part  after  Jime  30, 1972 : 

(a)  (1)  A  borrower  is  entitled  to  have 
the  entire  amount  of  any  loan  plus  the 
interest  thereon  cancelled  for  services  as 
a  full-time  teacher  in  a  public  or  other 
nonprofit  elementary  or  secondary  school 
(i)  \dfich  is  in  the  school  district  cd  a 
local  educational  agency  which  is  eliglMe 
in  such  year  for  assistance  pursuant  to 
Title  I  of  the  Elementary  and  Secondary 
Education  Act  of  1965  and  Cii)  which  for 
the  purpose  of  this  paragraph  and  for 
that  year  has  been  determined  by  the 
Commissioner  after  consultation  with  the 
State  educational  agency  of  the  State  in 
which  the  school  is  located,  to  be  a  school 
in  which  the  enrollment  of  children  de¬ 
scribed  in  section  103(c)  (1)  (A) ,  (B) ,  or 
(C)  (formerly  section  103(a)(2)  (A), 
(B) ,  or  (C) )  of  Title  I  of  the  Elementary 
and  Secondary  Education  Act  of  1965,  us¬ 
ing  a  low-income  factor  of  $3,000,  exceeds 
30  percent  of  the  total  enrollment  of  that 
school,  except  that  such  determination 
shall  not  be  made  with  respect  to  more 
than  50  percent  of  the  total  number  of 
schools  in  that  State  receiving  assistance 
under  such  Title  L 

(2)  If  more  than  50  percent  of  the 
schools  in  a  State  receive  assistance  un¬ 
der  Title  I  of  the  Elementary  and  Sec- 
(mdary  Education  Act  of  1965  and  also 
satisfy  the  conditions  specified  in  sub- 
paragraph  (1)  of  this  paragraph  con¬ 
cerning  enrollment  of  children,  the  Com¬ 
missioner  will  list  schools  for  which  can¬ 
cellation  is  permitted  \mder  this  para¬ 
graph  from  among  those  eligible  schools 
based  upon  a  ranking  of  such  schools 
submitted  by  the  State  educational 
agency  for  the  State  In  which  the  schools 
are  located.  Such  schools  shall  be  ranked 
on  the  basis  of  objective  standards  and 
methods  approved  by  the  Commissioner 
which  take  into  account  the  number  and 
percentages  of  students  described  in  sub- 
paragraph  (1)  of  this  paragraph  in  such 
schools.  With  respect  to  each  school  year, 
the  Commissioner  will  make  available  to 
each  institution  participating  in  the  pro¬ 
gram  a  list  of  schools  for  which  cancella¬ 
tion  for  teaching  service  is  permitted 
.imder  this  paragraph. 

(b)  A  borrower  is  entitled  to  have  his 
entire  loan  cancelled  for  service  as  a 
full-time  teacher  of  handicapped  chil¬ 
dren  in  a  public  or  other  nonprofit  ele¬ 
mentary  or  secondary  school  system. 


(c)  Borrowers  qualifying  for  oanoel- 
laticai  under  paragraphs  (a)  and  (b)  of 
this  section  will  have  their  loans  can¬ 
celled  at  the  following  rates:  (1)  15  per¬ 
cent  of  the  total  amount  of  such  loans 
I^us  the  interest  thereon  for  eadi  of  the 
first  and  second  cmnplete  academic  years 
or  their  equivalent  of  siKh  teaching 
services,  (2)  20  percent  (rf  the  total 
amount  of  such  loans  plus  the  interest 
thereon  for  each  of  the  third  and  fourth 
complete  academic  years  or  their  equiv¬ 
alent  of  such  teaching  service,  and  (3) 

30  percent  of  the  total  amount  of  such 
loans  plus  the  interest  thereon  for  the 
fifth  complete  academic  year  or  its 
equivalent  of  such  teaching  service. 

(90  UJS.C.  1087ee) 

§  144.44  Head  Start  cancellation. 

(a)  A  borrower  whose  loan  was  made 
under  this  part  after  June  30,  1972  is 
entitled  to  have  the  entire  amount  of 
any  such  loan  plus  the  interest  thereon 
csmcelled  for  services  as  a  full-time  staff 
member  in  a  preschool  program  carried 
out  under  section  222(a)  (1)  of  the  Eco¬ 
nomic  Opportunity  Act  of  1964  (Head 
Start)  if  that  program  is  operated  for 
a  period  which  is  comparable  to  a  full 
school  year  in  the  locality;  provided, 
however,  that  the  borrower’s  salary  as 
a  full-ti^e  staff  member  is  not  more 
than  the  salary  of  a  comparable  em¬ 
ployee  of  the  local  educational  agency 
in  the  area  served  by  the  preschool  pro¬ 
gram.  Loans  under  this  section  will  be 
cancelled  at  the  rate  of  15  percent  of 
the  total  amount  of  such  loans  plus  the 
interest  thereon  tot  each  complete  school 
year  or  its  equivalent  of  such  service. 

(b)  For  purposes  of  paragraph  (a)  of 
this  section  “Full-time  staff  member” 
means  any  person  regularly  employed 
in  a  professional  capacity  on  a  full-time 
basis  in  carrying  out  the  educational 
component  of  a  Head  Start  program. 

(20  UJS.C.  1087ee) 

§  144.45  Military  cancellation. 

(a)  (1)  A  borrower  is  entitled  to  have 
up  to  50  percent  of  any  loan  made  under 
this  part  after  April  13,  1970  but  before 
July  1,  1972  plus  the  interest  thereon 
cancelled  for  services  after  June  30. 1970 
as  a  member  of  the  Armed  Forces  of  the 
United  States. 

(2)  Loans  under  this  paragraph  will 
be  cancelled  at  the  rate  of  12  Mt  percent 
of  the  total  amount  of  such  loans  plus 
the  interest  thereon  for  each  year  of 
consecutive  service  as  a  member  of  the 
Armed  Forces. 

(b)  (1)  A  borrower  is  entitled  to  have 
up  to  50  percent  of  any  loan  made  under 
this  part  after  Jime  30,  1972  plus  the 
interest  thereon  cancelled  for  service  as 
a  member  of  the  Armed  Forces  of  the 
United  States  in  an  area  that  qualifies 
for  special  pay  under  section  310  of  Title 
37  of  the  United  States  Code. 

(2)  Loans  under  this  paragraph  will 
be  cancelled  at  the  rate  of  12^4  percent 
of  the  total  amount  of  such  loans  plus 
the  interest  thereon  for  each  year  of 
qualifying  service. 

(c)  For  purposes  of  this  section,  a  bor¬ 
rower’s  entitlement  to  deferment  of  re¬ 


payment  pursuant  to  S  144.22(f)  (2) 
shall  be  deemed  to  run  concurrently 
with  any  periods  during  which  the  can¬ 
cellation  entitlement  has  been  granted. 

(d)  For  purposes  of  this  section  "Mem¬ 
ber  of  the  Armed  Forces  of  the  United 
States”  means  an  indlvldusd  who  Is  on 
full-time  active  duty  in  the  United  States 
Army,  Navy,  Air  Force.  Marine  Corps, 
or  Coast  Guard. 

(90  UJB.C.  43S(b)  (3) ,  90  UJB.O.  lOSTbe) 

§  144.46  CanccDation  for  dealh  or  (li¬ 
ability. 

(a)  Death.  Any  loan  made  under  this 
part  prior  to  July  1,  1972  and  the  in¬ 
terest  thereon  shall  be  cancelled  upon 
the  death  of  the  borrower.  A  determina¬ 
tion  as  to  whether  or  not  such  cancella¬ 
tion  is  warranted  shall  be  made  by  the 
institution  to  whose  Fund  the  borrower 
is  indebted  on  the  basis  of  a  certificate 
of  death  or  such  other  official  proof  as  is 
conclusive  under  State  law. 

(b)  Permanent  and  total  disability. 
Any  loan  made  under  this  part  prior  to 
July  1,  1972  and  the  interest  thereon 
shall  be  cancelled  upon  the  permanent 
and  total  disability  of  the  borrower.  A 
determination  as  to  whether  or  not  a 
borrower  is  entitled  to  such  cancellation 
shall  be  made  by  the  Institution  to  whose 
Fund  the  borrower  is  indebted  on  the 
basis  of  medical  evidence  supplied  by  the 
borrower  or  his  representative,  subject  to 
the  approval  of  the  Commissioner  where 
such  entitlement  is  found. 

(c)  For  purposes  of  this  section  "Per¬ 
manent  and  total  disability”  means  the 
inability  .to  engage  in  any  gainful  ac¬ 
tivity  because  of  a  medically  determina¬ 
ble  Impairement,  which  impairment  Is 
expected  to  continue  for  a  long  and  In¬ 
definite  period  of  time,  or  to  result  in 
death. 

(d)  No  Federal  reimbursement.  No 
Federal  reimbursement  shall  be  made  to 
an  institution  for  cancellatkm  of  loans 
under  this  section. 

(20  VS.C.  426) 

§  144.47  Responsibility  for  determina¬ 
tion  of  cancellation  entidement. 

’The  determination  as  to  whether  or 
not  a  borrower  is  entitled  to  have  any 
portion  of  his  loan  cancelled  under 
SS  144.42-144.45  shall  be  made  by  the  In¬ 
stitution  to  whose  Fund  such  loan  is 
payable  upon  receipt  and  approval  of  an 
application  for  cancellation  from  such 
student,  to  be  provided  in  a  form  speci¬ 
fied  by  such  institution. 

(20  U.S.C.  426, 1087ce) 

§  144.48  Cancellation  prorision  not 
retroactive  No  refund. 

(a)  No  portion  of  any  loan  made  under 
this  part  shall  be  cancelled  for  services 
performed  by  a  borrower  prior  to  the 
date  of  execution  of  his  loan  note. 

(b)  Nothing  in  this  subpart  shall  be 
construed  to  authorize  refunding  of  any 
repayment  of  a  loan. 

(20  UJ3.0. 426, 1087ee) 
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§  144.49  Reimbursement  by  the  Com¬ 
missioner  of  amounts  cancelled. 

(a)  With  respect  to  loans  made  prior 
to  July  1,  1972,  the  Cwnmlssioner  will 
pay  to  each  Institution  for  each  fiscal 
year  an  amount  which  bears  the  same 
ratio  to  the  interest  which  has  been  pre¬ 
vented  from  accruing  and  the  portion  of 
the  principal  which  has  been  cancelled 
on  student  loans  pursuant  to  S§  144.42 
and  144.45(a)  as  the  total  amount  of  the 
institution’s  capital  contributions  to  its 
Fund  under  this  part  bears  to  the  sum 
of  the  institution’s  capital  contributions 
and  the  Federal  capital  contributions  to 
such  Fund. 

(20  U.S.C.  428)  ^  . 

(b)  With  respect  to  loans  made  after 
June  30, 1972,  the  Commissioner  will  pay 
to  each  institution,  for  deposit  into  its 
Fimd,  for  each  fiscal  year,  an  amount 
^ual  to  the  amount  of  principal  and 
interest  thereon  which  has  been  can¬ 
celled  from  its  student  loan  Fund  for 
such  year  pmsuant  to  §§  144.43,  144.44, 
and  144.45(b). 

(20  U.S.C.  1087ee) 

Subpart  E — Loans  to  Institutions  for 
Institutional  Capital  Contributions 

§  144.51  Institutional  loans. 

(a)  The  Commissioner  may  make  a 
loan  to  an  institution  with  which  he  has 
an  agreement  pursuant  to  §  144.8  for  the 
purpose  of  assisting  that  Institution  in 
financing  its  “institutional  capital  con¬ 
tribution’’  to  its  Student  Loan  Fund  if 
he  determines  that  the  Institution  is  im- 
able  to  secure  such  funds  from  non- 
Federal  sources  upom  terms  and  condi¬ 
tions  which  are  reasonable  and  con¬ 
sistent  with  the  purposes  of  this  part. 

(b)  Loans  made  to  institutions  under 


tion  with  the  Commissioner  before  the 
closing  date  for  such  applicatioa  estah* 
llshed  by  the  Commissioner.  Such  apidl- 
cation  shall  ccmtain  the  following  in¬ 
formation  and  shall  be  in  such  form  and 
contain  such  other  information  as  the 
Commissioner  shall  from  time  to  time 
prescribe: 

(1)  The  amount  of  institutional  capi¬ 
tal  contribution  needed  to  match  the  in¬ 
stitution’s  Federal  capital  contribution 
for  the  academic  year; 

(2)  The  steps  taken  by  the  institution 

to  obtain  loan  funds  from  non-Federal 
sources  including  the  names  of  and  ad¬ 
dresses  of  the  lending  Institutions  con¬ 
tacted;  ' 

(3)  A  description  of  the  best  terms 
available  to  the  institution  from  non- 
Federal  sources  for  borrowing  such 
funds,  including  the  interest  rate,  dura¬ 
tion  of  repayment,  and  the  collateral  or 
secmity  required;  and 

(4)  If  non-Federal  sources  were  not 
contacted,  an  explanation  as  to  why  non- 
Federal  sources  were  not  contacted. 

(b)  The  application  shall  contain  the 
name  of  the  official  authorized  to  sub¬ 
mit  the  application  and  the  name  of  the 
individual  or  official  who  will  be  re¬ 
sponsible  for  carrying  out  the  program. 
Unless  otherwise  indicated  in  the  appli¬ 
cation,  the  former  individual  or  official 
will  be  deemed  to  be  the  individual  or 
official  to  whom  communications  shall  be 
directed,  the  individual  or  official  who 
shall  be  responsible  for  the  receipt, 
custody,  and  disbursement  of  Federal 
funds,  and  the  individual  or  official  who 
shall  have  ultimate  responsibility  for  the 
accounting  of  such  Fede];al  funds. 

(20  U.S.C.  427) 

§  144.53  Allocation  of  Federal  institu¬ 
tional  loans.  ^ 


note  executed  by  ux  official  who  is  duly 
authorized  to  execute  such  notes  on  be¬ 
half  of  the  borrowing  institution.  The 
note  shall  contain  such  provisions  as 
will  effectuate  the  carrying  out  of  the 
purposes  of  this  subpart. 

(20  U.S.C.  427) 

Appendix  A 

ALLOTMENT  OF  FUNDS  TO  STATES  FOR  FISCAL 
TEAR  1974 


Alabama  _ 

Alaska _ 

Arizona  _ 

Arkansas  _ 

CallfOTnia _ 

Colorado _ 

Connecticut _ 

Delaware _ 

District  of  Columbia 

Florida _ 

Oeorgla  _ 

Hawaii _ 

Idaho  _ 

Illinois _ 

Indiana _ 

Iowa _ 

Kansas _ 

Kentucky  _ 

Louisiana  _ 

Maine _ 

Maryland _ 

Massachusetts _ 

Michigan _ _ _ 

Minnesota _ ! _ 

Mississippi  _ 

Missouri  _ 

Montana _ 

Nebraska _ 

Nevada  _ 

New  Hampshire _ 

New  Jersey _ 

New  Mexico _ 

New  York _ 

North  Carolina. ... 

North  Dakota _ 

Ohio  . . 


84. 329, 888 
143, 019 
3,  025,  951 

2,  457,919 
30,  963, 291 

4, 163,  216 

3,  790,  537 
663, 468 

2. 167, 676 
7.  872,  683 

4,  919,  990 
1,137,  046 
1, 220, 847 

14,  264,  322 
7, 496,  071 

5,  075,  628 
4, 125,  849 
4, 117, 819 
4, 863,  504 
1. 175,  287 

4,  453, 186 
10,  610,  277 

12,  724,  387 

6,  340, 123 
3,  292, 103 
6,  686,  416 

1,  233,  084 

2,  719,  637 
443,  641 

1,  228,  222 

5,  036,  568 
1,670,800 

23. 765, 497 

6,  796,  494 
1,  339,  610 

13,  698,  996 


this  section  shall  bear  interest  at  a 
rate  which  the  Commissioner  determines 
to  be  adequate  to  cover: 

(1)  The  cost  of  the  funds  to  the 
Treasury  as  determined  by  the  Secretary 
of  the  Treasury  taking  into  consideration 
the  current  average  yields  of  outstand¬ 
ing  marketable  obligations  of  the  United 
States  having  maturities  comparable  to 
the  maturities  of  loans  made  by  the 
Commissioner  under  this  section; 

(2)  The  cost  of  administering  this  sec¬ 
tion;  and 

(3)  Probable  loss. 

(c)  Loans  made  under  this  section 
shall  mature  within  such  periods  as  may 
be  determined  by  the  Commissioner  but 
such  period  may  not  exceed  fifteen  (15) 
years. 

(20  UB.C.  427) 

§  144.52  Ai^lication. 

(a)  Any  Institution  requesting  a  loan 
under  this  subpart  shall  file  an  appllca- 


(a)  If  the  amount  of  funds  available 
to  make  institutional  loans  imder  this 
subpart  for  any  fiscal  year  is  less  than 
the  amount  approved  for  institutions  for 
that  year,  the  Commissioner  will  allo¬ 
cate  such  available  funds  among  all  such 
approved  requests  in  the  same  ratio  as 
the  amount  of  each  approved  request 
bears  to  the  sums  of  the  amounts  of  all 
such  requests. 

(b)  If  an  institution  fails  to  accept  all 
of  the  funds  that  would  otherwise  be 
lent  to  it,  the  Ccunmlssioner  shall  reallo¬ 
cate  such  unaccepted  funds  to  other 
institutions  if  the  amount  of  such  funds 
is  sufficient  to  Increase  significantly  the 
size  of  the  loans  to  such  other  institu¬ 
tions. 

(20  U.S.C.  427) 

§  144.54  Federal  institutional  loan 
agreements. 

An  institutional  capital  contribution 
loan  shall  be  evidenced  by  a  promissory 


Oregon _ 

Pennsylvania 

Rhode  Island  ... 

South  Carolina 

South  Dakota _ 

1,601,312 
2, 631,  093 


Tennessee _  5, 330, 199 

Texas  -  16, 388, 640 

Utah... .  2,076,611 

Vermont  _ ;  901,213 

Virginia _  4,928,348 

Washington _  6, 811, 689 

West  Virginia .  2, 696, 336 

Wisconsin _  7,  300, 992 

Wyoming .  678, 675 

Canal  Zotie _  19, 603 

Guam _  50, 368 

Puerto  Rico _  2, 114, 969 

Virgin  Islands _  18, 082 

Total  .  286,000,000 

[FR  Doc.76-27304  FUed  10-10-76:8:46  ami 


KDERAL  REGISTEI.  VOL  40.  MO.  199— TUESDAY.  OCTOBER  14.  .1975. 


